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167 STOCKS 


that have never missed 
A DIVIDEND IN 20 YEARS 


SPECIAL Report reviewing every 
common stock listed on the New 

York Stock Exchange that has paid a 
dividend in each of the past 20 years 
is being issued by UNITED Service. 
This Report gives the 1941 per share 
earnings, 1941 dividends, current yields 
of these twenty-year payers, and a 
rating on each stock based on its at- 
tractiveness as an investment for income. 


50 Issues Yield Over 10% 


Included in this group yielding over 
10% are 9 issues listed as unusually 
attractive, with prospects of paying gen- 
erous dividends in bad times as well as 
good. We will send you this valuable 
167-stock Report without obligation. 


Send for Bulletin MW-28 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury “Ge Boston; Mass. 








COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 

No. 63, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 53, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 42, quarterly, $1.25 per share 
payable on August 15, 1942, to holders of 
record at close of business July 20, 1942. 

DALE PARKER 
June 30, 1942 Secretary 




















PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 106 


A cash dividend declared by . Board 
of Directors on June 17, 1942, for the 
quarter ending June 30, 1942, equal 
to 2% of its par value, will be paid 
upon the Common Capital Stock of 
this Company by check on July 15, 
1942, to shareholders of record at the 
close of business on June 30, 1942. 
The Transfer Books will not be closed. 


D. H. Foote, Secretary-T reasurer 


San Francisco, California. 














BUSINESS CYCLES (versus) _ 
PLANETARY MOVEMENTS 


For past 75 years, with current forecast 
180 page book by JAMES MARS LANG- 
HAM reveals how planets have correctly 
forecast past Stock Market Trends, and 
how to apply them to present and future 
markets. Formerly sold for $5.00, now 
offered for $1.00 including current ad- 
vance forecast. 
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The You Holding The Right Stocks 


for the Coming 
Decisive Markets? 











Protection and progress for investors today ... 
means a constant finger on the pulse of the 
stock market . . . industry . . . business . . , 
under the impact of our “unlimited national 
emergency”. It means day-to-day scrutiny of 
decisive developments on all fronts domestic and 
foreign . . . availability at all times of an unin- 
terrupted flow of facts and advice from an 
accredited source like The Magazine of Wall 


Street. .. 


Each fortnightly issue interprets today’s lightning changes . . . in business 


and industry . . . foreign affairs . . . legislation—new taxes and controls .. . 


gives you the latest facts and implications of developments under our “total 


war’ economy .. 


. on production .. . earnings . . . profits and dividends . . . 


detailed analyses of leading companies and industries under our changing 


economics set-up—provides you with a sound. workable investment plan 


attuned to today’s new requirements. 


Enter Your Subscription Now > 
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OJ Enclosed find my remittance of $5.00 for which enter my subscription to The Maga- 
zine of Wall Street for six months (13 issues)—including latest copy of THE 
POCKET STATISTICIAN, investors’ handbook of essential data and ratings on 
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The Trend of Events 


PRIVATE ENTERPRISE . . . Whether you agree with it 
or not, we think it will be worth your while to give care- 
ful consideration to the article on page 320, “Why I 
Believe Private Enterprise Will Survive,” by Laurence 
Stern, our managing editor. It is perhaps interesting to 
note that Mr. Stern’s contention that the American 
people are overwhelmingly pro-capitalist is substantially 
confirmed by the most recent public opinion survey of 
the magazine Fortune, published in its July issue. These 
scientifically constructed “polls,’ made by the Elmo 
Roper organization, have proved entirely reliable over 
a period of years. 

The following questions, summary of the _ public’s 
answers and Fortune’s comment are lifted bodily: 

“After the war is over, do you think the government 
should own and operate all railroads, only regulate them, 
or leave them entirely alone? All banks? All telephone 
companies? All coal mines? All automobile companies? 


All grocery stores?” 
Own and 
Leave alone Regulate operate Don’t know 


All banks 25.29% 56.5% 83% 10.0% 
All coal mines Ser) 37.3 8.5 16.5 
All railroads 38.8 36.9 10.6 13.7 
All telephone co.’s 46.9 31.7 7.2 14.2 
Allautomobile co.’s ... 58.8 24.2 2.9 14.1 
All grocery stores ..... 61.5 25.2 2.2 tI 


a 


“This is a striking reaffirmation of findings in past Sur- 
veys that the U.S. public has an aversion toward public 
ownership and seems only to favor the regulation of 
things already under regulation. Even the people who 
say they believe socialism would be a good thing for this 
country are overwhelmingly against government owner- 
ship of any of these, with only 16.2 per cent of them 
voting for taking over the railroads. This means that 
what seemed to be a sizable potential socialist minority 
is not really socialist at all and probably confuses the 
meaning of the word with social security.” 


NOT SO GOOD... In the fiscal year just ended the 
Government spent $25,953,665,000 on the war; spent 
$32,497,307,000 for all purposes; took in $12,799,061,000 
in revenue; sold $6,081,623,000 of war bonds and had a 
deficit of $19,692,245,000. Each of these huge figures 
sets a new record, but the one most needing your atten- 
tion is the item on war bonds. Its relatively small size 
—in comparison with high national income, huge Treas- 
ury spending and fast-mounting Federal debt—is dis- 
quieting. 

True, we were formally at war for only a bit more than 
half of the fiscal year. True, the current rate of war 
bond sales is above the average of the preceding 12 
months—but it is not good. In fact, it is bad. The 





Business, FinanctaL and INVESTMENT COUNSELORS 





1907 —“Over Thirty-Four Years of Service” — 1942 








JULY 11, 1942 


315 








announced quota for June was $800,000,000. We didn’t 
make it. The public bought only $641,929,000 of the 
bonds. 

In the next 12 months the Government will spend 
nearly $75,000,000,000, of which $67,000,000,000 will be 
dedicated to the defeat of our mortal enemies and the 
preservation of this free nation. In any event the financ- 
ing of these vast expenditures will require heavy Govern- 
ment borrowing from the commercial banks. Perhaps 
the term “bank credit inflation” does not register with 
you. It does not have a sinister sound. But it amounts 
to the issuance of invisible greenbacks by the billions. 
This will not be dangerous if we use this method of 
financing the war only to the extent absolutely neces- 
sary and unavoidable. But it is 100 per cent certain that 
it will be very dangerous—indeed, disastrous—if we fail 
to meet out of taxes and current savings as much of the 
cost of the war as is humanly possible. We are not 
doing so now. 

In Canada and England the people are paying heavier 
taxes than here; also making much heavier purchases 
of war bonds—in ratio to population and income—than 
we are. What’s the matter with us—you and I and our 
neighbors? Is this a people’s war or isn’t it? Do we 
expect that vague thing called “the Government” to do 
the whole job with mirrors and sleight-of-hand? 

Unless the American people wake up, truly realize the 
enormity of the grim task that lies ahead of us and buy 
war bonds until it hurts, the Government will have no 
alternative but to impose a compulsory war bond sav- 
ings program upon us—probably sooner than you think; 
because the inflation dikes are already leaking and too 
many people are complacent. 


FROZEN THERMOMETER ... On a hot day vou could 
put the thermometer in the ice box and the mercury 
would go down, but you'd only be kidding yourself. The 
weather would still be just as hot. Silly, you say? Of 
course it is, but—thanks to politics as usual—we are 
doing something very much like that in fixing retail 
prices by decree, without effective control of the major 
elements which determine prices. 

Already O P A chief Henderson is on the retreat. Sev- 
eral of the ceiling prices have been adjusted upward. 
The whole structure will eventually and inevitably be 
punctured unless we do something more than just try 
to keep the thermometer in the ice box. Meanwhile the 
agricultural bloc in Congress refuses to permit freezing 
of farm prices—the other side of farm prices being, of 
course, the cost of food and of certain industrial raw 
materials. Meanwhile the labor unions continue to fight 
successfully for “labor’s fair share” of the gravy, and 
the Labor Board continues to “stabilize wages upward.” 
Meanwhile McNutt’s Manpower Commission warns em- 
ployers they will not be granted labor priority unless 
wages are as high as paid by competitors. Meanwhile 
the “competitors” raise the ante once again in order to 
hold their own skilled help and pick up a few more from 
the other fellow’s plant. So the other fellow “goes along.” 

Meanwhile the Administration and its obedient fol- 


lowing in Congress put the sales tax and compulsory 
savings on the shelf until sometime after the next elec. 
tion. Meanwhile industrial payrolls and farm income— 
most dynamic factors behind the rise in national income 
payments—go on merrily up, while the supply of con- 
sumer goods heads sharply down. Meanwhile Mr, 
Henderson pleads frantically and vainly for appropria- 
tions large enough both to police the price freeze and to 
pay subsidies to sellers who don’t have survival margins 
between their raised costs and the frozen prices and hence 
must yell for help. 

In short, it’s getting hotter; we take an anxious look 
at the thermometer and shove it further back in the ice- 
box. Mr. Henderson is a nice fellow. Well-meaning. Very 
smart. We feel sorry for him. Like King Canute, who 
sat on the beach and ordered the tide to recede, he is 
likely to get his feet wet. But Canute asked for it. 
Henderson didn’t. Nobody could do what he is supposed 
to do—without the cooperation of Congress, all the Fed- 
eral agencies, the labor unions, the farm organizations 
and the general public. 


THE SCRAP DRIVE... We have an idea that misplaced 
emphasis on the scrap collection drives for aluminum 
and waste paper some months ago is part of what’s the 
matter with the current campaigns for steel scrap and 
rubber—but far from all of the story. There is no pos- 
sible question about steel scrap. We simply have to get 
in much more of it or the present high ,production of 
steel — absolutely essential to the war program — just 
can’t be maintained. In relation to total future supply, 
rubber scrap is less vital than steel scrap but neverthe- 
less of great importance. Why doesn’t the public realize 
this? We think it’s because it has not been adequately 
“sold.” 

If the President could find time, in a pre-announced 
radio talk, to tell the people what it is necessary for 
them to do in these and other matters—and the reasons 
why—it would be a hundred-fold more effective than the 
publicity methods now being used. It would also help 
greatly if our politicos—especially the local ones—would 
set an example. We see many not exactly ,essential steel 
fences and steel rails around or on public property in 
New York City; also City vehicles hanging on to their 
rubber floor mats. There is no mud on the streets of 
New York. How about taking the mudguards off these 
City cars and turning them in for scrap? They'd look 
strange—strange enough to make people stare—and do 
some thinking. 

Getting more effective cooperation from the public 
requires exhortation, frank explanation, good example 
and convincing estimates of the supply-demand factors 
involved. 


THE MARKET PROSPECT... . Our most recent in 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 318. The cout 
sel embodied in the feature should be considered m 
connection with all investment suggestions, elsewhere I 
this issue. Monday, July 6, 1942. 
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FLEXIBILITY AND RESOURCEFULNESS ARE ESSENTIAL 


4 is evident that our plan of campaign will now be 
considerably revised regardless of the outcome in Africa 
and the Near East. Serious as the situation may be, 
there is much we can do to extricate ourselves from our 
difficulties if we do not permit our minds to lose elas- 
ticity because carefully thought out plans have been 
upset. 

Fortunately, we are in the position where there are 
other ways open to us. In fact an ideal position from 
which we can take the offensive, one that we can easily 
and readily supply, that is within easy flying distance— 
accessible to our Navy and'to our Army. I mean Alaska 
and the Aleutian Islands. 

Here we would be in complete control of the situation 
and not subject to the plans of anyone else as would 
necessarily be true in the British Isles and Africa. In 
Alaska our officers could command the situation, domi- 
nate the war council and plan the strategy. We have the 
advantage, too, in that it is the Japanese who would be 
hampered by long supply lines, while the resources of 
the United States would be relatively close at hand. 

This should readily enable us to achieve the air su- 
periority so absolutely necessary here. For the nearest 
Japanese airfield, situated on a small island, is only 800 
miles from the Aleutians 
—exactly the same fly- 
ing distance as from 
Dutch Harbor to the 
outer Aleutians. It is 
very possible that the 
attack on Dutch Harbor 
was launched from that 
Japanese base. 

It is clear how essen- 
tial air superiority is for 
us; and that the bombers 
and fighting planes must 
be forthcoming, as well 
as perfect coordination 
in supply and communi- 
cation lines. 

The Aleutian Islands 
are bound to be a test of 
Army efficiency. We will 
know the stuff our Gen- 
erals are made of — 
Whether they can get 
things done in the man- 
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BY CHARLES BENEDICT 


ner these times call for or must make way for others. 

Despite the situation in the Pacific we are better pre- 
pared than we were six months ago. And we have fewer 
places to defend. We are capable of offensive action 
from Australia, from Midway and from Hawaii. By 
prompt and efficient action we should be able to throw 
out the Japanese landing forces on the Aleutian Islands. 
This was not true in the Philippines or on the other 
islands in the Pacific which were conquered because they 
had no planes, limited forces and the difficulties of long 
supply lines. And we do not have the millions of dis- 
gruntled natives to consider. 

Let us not forget that to solve the problem of the Pa- 
cific will open the back door to the Middle East; that 
if the battle of Africa has caused deterioration on that 
front, we can still launch an offensive on the Western 
front from the British Isles which can be made very 
effective even if it were only a secondary front so long 
as the Russians either hold or the Germans make progress 
very slowly. 

An air offensive by 10,000 planes over Germany would 
do much to soften up the Germans and disrupt their 
transportation system before such a program. Much 
heavier air raids than we have (Please turn to page 360) 





Aerial view of Alexandria, Egypt. 
































Whats Ahead for the Market 


The recovery trend which began in late April has successfully and con- 
vincingly withstood the severe test provided recently by extremely grave 
war news. We believe the market is a buy on any near-term recession. 


tae rae 


W ies our last previous analysis was written two 
weeks ago Tobruk had fallen with shocking speed. Sub- 
sequent days brought worse and worse news. Soon it 
was Matruh that was gone. Badly beaten Imperial 
forces fell back farther and farther toward the key 
naval base of Alexandria. It was reported that the 
bulk of the British Mediterranean fleet had moved 
through the Suez Canal, seeking safety. Some hundreds 
of miles due northward, Sevastopol fell—paving the way 
for German control of the Black Sea. At points on the 
Russian fronts, the Germans launched powerful offen- 
sives. Continued heavy ship sinkings indicated the 
Battle of the Atlantic was still going against us. 

Prime Minister Churchill, addressing Parliament, 
called the developments in Libya and Egypt the most 
serious United Nations reverse since the fall of France, 
said that riews “of the gravest importance” might come 
at any moment, stated that the entire Allied position in 
the vitally important Middle East had changed rad- 
ically for the worse and emphasized his belief that our 
victory will come only after a long and hard war. 

This brief summary of the news background of the 
past fortnight is a necessary prelude to analysis of the 
recent and current action of the stock market. 

What stands out most of all is that unquestionably 
bad news provided a severe test of the underlying 
strength of the intermediate recovery trend which had 
begun in late April and which by June 17 had lifted the 
Dow industrial average by more than 13 points; and that 
the market met this test in notably encouraging manner. 

Coming after six weeks of advance, the worst level of 
reaction cancelled less than 4 points of the preceding 
recovery—to be exact, approximately 28 per cent of it. 
Many market observers had been allowing for more re- 
action than that on technical grounds alone, without any 
help from bad war news. 

It will be remembered that “peace stocks” and a 
limited number of “conversion stocks” provided the 
backbone of the market’s recovery up to mid-June. Yet 
with all recent and current evidence suggesting that the 
“early peace” optimism of May-June was unfounded, 
there has been no semblance of significant, general weak- 
ening in “peace stocks.” On the contray, many of these 
—for instance, American Telephone, American Tobacco, 
Coca Cola, Corn Products, Monsanto Chemical, Mont- 
gomery Ward, Melville Shoe, Sears, Roebuck and J. C. 
Penney—advanced briskly last week. 
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At the same time—carrying water on both shoulders 
so to speak—demand for stocks broadened out to in- 
clude many previous laggards. The “longer war psy- 
chology” brought the rails vigorously to life; and in- 
duced more moderate gains—but the most convincing 
gains in many weeks—in the formerly backward steels, 
coppers, aircraft and shipbuilding issues. 

Now what is one to make of this performance? As 
for ourselves, we concede it has been much better than 
we had expected. Although our technical indicators 
had signalled the intermediate uptrend and had at no 
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time reversed this evidence, we were skeptical that the 
market could turn thumbs up on the “long war stocks” 
without at the same time turning thumbs down on the 
“short war stocks.” We expressed this doubt in our 
analysis a fortnight ago and at the same time made the 
following comment: 

“Since it has been our tentative assumption that April 
saw the lows for the year or longer, we have rather wel- 
comed a reaction test on technical grounds alone. Only 
through reaction, after rise over a period of weeks from 
alow point, can we get the ‘proof of the pudding’ as re- 
gards the real strength of the underlying market position. 
We happen to be optimistic on the longer range view 
and we think the odds are that the April low of 92.92 
in the industrial average will not be broken—but such 
opinions are not particularly pertinent in the present 
setting. Since a factual test of the market’s fortitude 
had begun, there is neither need or practical sense in 
acting on assumptions—hopeful or not.” 

We have no idea what the rest of the summer holds 
for us in war developments. But—especially since we 
have faith in the basic position and prospect of the 
United Nations—we take the market’s confident action 
at face value. It has done more than we could have 
asked in meeting a truly severe phychological and tech- 
nical test. Since there is no significant speculative po- 
sition in this market, it is primarily a stronger invest- 
ment demand and waning pressure of investment liqui- 
dation that are reflected in our technical indicators at 
present, as they give positive confirmation of the inter- 
mediate recovery trend which we reported to you 
some weeks ago. 

In this situation it seems to us impractical to debate 
why the market is strong and what it may be looking 
forward to. Until our technical measures provide evi- 
dence of an unfavorable shift in the balance of demand- 
Pressure, the only sensible course is to “go along” with 
the market—conceding that the consensus of all invest- 
ment-speculative opinions which it reflects is probably 
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wiser or better-informed than your single opinion or ours. 

Since there are still not a few Dow Theory followers 
extant, it is psychologically important that the rail 
average, by rise above the May high of 24.72, has now 
given confirmation to the recovery movement. In fact, 
not until the rails made their upward penetration last 
Friday, could orthodox Dow Theory analysts acknow!l- 
edge the intermediate uptrend which our own technical 
methods indicated as a probability at the end of April. 

At this writing the news from Egypt is distinctly bet- 
ter. Within a matter of days the serious Axis threat 
to Alexandria, Suez and the Middle East—the latter, 
and especially the oil-rich Iran and Iraq, being one of 
the most vital strategic prizes of the war—may be sub- 
stantially ended; or the threat ‘may become more and 
more grave. We don’t know. But there are only two 
ways in which the recent and present market consensus 
can be interpreted: (1) a conviction that the Middle 
East will not be lost and Russia will still be fighting ef- 
fectively when winter comes; or (2) a conviction that 
even if the Middle East should be lost, the United 
Nations will still win the war. Only time will tell, and 
meanwhile the market’s action, plus seasonal precedent, 
point to odds of probable further rise in average share 
prices, subject to technical interruptions, between now 
and Labor Day. 

In our opinion, therefore, the market is a buy on any 
nearby recessions. We think the present risk factor— 
though not absent—is more apparent than real. More- 
over, the situation at this writing is as nearly ideal as 
it could be for making purchases at generally low levels, 
and yet with unusually close allowance for stop-loss in- 
surance, mental or otherwise. If the underlying strength 
is what the current technical evidence suggests it is, 
then near-term recessions probably will not take the 
averages under the lows of the past fortnight. Hence 
a mental stop at, say, 102 Dow industrials, would be 
conservative and cheap insurance against 
possible worse war contingencies ahead. 
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BY LAURENCE STERN 


O.; a recent evening a friend and I retired to a quiet 
den, while the ladies took the living room. He is a 
prosperous lawyer, with substantial investment holdings 
of securities. Inevitably the conversation turned to the 
war and the future of private enterprise—if any. 

“To the very marrow of my bones,” said my friend, 
“IT hate this thing that we are fighting. Long before 
Pearl Harbor, I felt it was up to us to pitch into Hitler. 
Yet I can’t escape deep misgiving in my mind—a sort 
of intellectual and emotional disunity. You know the 
reason. Roosevelt and his New Deal are hell bent to 


take us to Socialism or some other ism—whatever you 


might call it—anyway, something radically different 
from the system of government and economies that we 
had before and that I believe in. I’m supporting a 
war that I know will drive some more nails, and prob- 
ably the final nail, in the coffin of private enterprise.” 

Now there is, of course, some substance to the fears 
of this man—enough substance to give them a certain 
plausibility. Yet I am convinced that he is wrong— 
at least much more wrong than right; and I think his 
trouble is an inability to contemplate the future with 
a broad enough perspective. Since I know that many 
readers of this. publication are subject to similar fears 
and doubts, I am setting down in this informal article 
the gist of my answering arguments. I offer no blue- 
print of the future and no super-plan. Anyone who 
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does is not worth listening to. I offer only some per- 
sonal opinions which have not been lightly arrived at 
and which I think make common sense. 

Is State Socialism inevitable? 

In posing this question many people are guilty of 
two mistakes. First, they demand an unqualified yes 
or no answer; an answer that is all black or all white. 
It can’t be that simple. Few great problems are. Sec- 
ond, the question itself represents, in the great majority 
of cases, a careless use of the English language by those 
who raise it. They are expressing words, rather than the 
meaning of words. 

The word “socialism” is simply and clearly defined in 
all standard dictionaries. It means a state of socicty in 
which the main instruments of wealth production are 
publicly owned and publicly operated—without private 
profit—for the use and benefit of all the people, through 
the mechanisms of democratic, representative govern- 
ment. The “main instruments” to be so owned and 
managed are defined as including the land, the mines, 
the factories, the banks and the means of communica- 
tion and transportation. 

But we are still in a somewhat academic sphere. Let’s 
get down to cases. In democratic America, socialism 
would mean that when the Republican Party has won 
a national election, Republican politicians would be re- 
sponsible for the administration of the affairs of General 
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Motors, United States Steel, Anaconda Copper, America 
Telephone, the Pennsylvania Railroad, American Can, 
General Foods, American Tobacco, Procter & Gamble, 
General Electric and thousands of other business enter- 
prises, large, medium or small. One can’t imagine a 
small manufacturer of cigarettes, soaps, tin cans, elec- 
tric waffle irons or breakfast cereals being permitted to 
compete with Government enterprises. Naturally, when 
the Democratic Party wins, it will “take over’; and 
General Motors, U. S. Steel and all the rest will have a 
different set of bosses. 

Let’s not talk nonsense! 

If the New Dealers had reason to believe that full 
responsibility for the administration of this country’s 
“main instruments” of wealth production would be 
forced on them tomorrow, they would be terrified and 
appalled! 

The same goes for the labor union leaders who “talk 
radical” but act exactly as you would expect labor 
leaders to act in a capitalist economy. They’re out al- 
ways to get the best deal they can from private-enter- 
prise employers for their followers and, therefore, for 
themselves. They rejoice in their New Deal support. 
But do they want the Government to own and manage 
the important industries? Don’t be silly! In that 
case, what would happen to the unions—and the jobs. 
power and prestige of the union leaders? 

So probably what’s really on your mind is not 
socialism—but “the encroachment of government on 
business”; the “regulation” or “regimentation” of pri- 
vate enterprise; the high taxes and the resultant re- 
distribution of the national income; the huge and in- 
definite rise in the Federal Government’s debt; the re- 
duced profit margins of private enterprise. You won- 
der whether there is any limit to this trend and, if so, 
where it may be. 

Well, since nobody can forsee a future which will be 
so greatly shaped by the duration of the war, perhaps 
we can agree on some general principles and premises, 
as follows: 

(1) The politico-economic credo of the great ma- 
jority of Americans is a middle-of-the-road liberalism. 
They don’t want and will not submit to any form of 
totalitarianism. They instinctively distrust both Big 
Government and Big Business. They know there are 
great social values in private enterprise and they ad- 
mire—as we are now seeing demonstrated in the war 
effort—its productive genius. But they also recognize 
much more clearly than the minority of “conserva- 
tives” that there are important social inadequacies in 
private enterprise and that they can only be offset or 
compensated for by Government action. In short, 
they want the benefits that accrue from a productive 
capitalism—without the insecurities. They want a 
way of life with greater material abundance, greater eco- 
nomic security for the individual, greater social and eco- 
nomic equality—but not by any means the dead level of 
complete economy equality. They know that no pro- 
duction system can function effectively without suf- 
ficient inequality of material reward to provide ade- 
quate incentive for individual ambition and initiative 

(2) The majority of Americans are indifferent—as 
we have seen conclusively demonstrated in all national 
elections of the past decade—to generalizations about 
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our “drift to socialism” or “Government encroachment 
on business.” They realize that all of our freedoms— 
the personal freedoms of the individual and the economic 
freedoms of private enterprise—are, long have been, 
and always must be limited, regulated freedoms. Other- 
wise it would not be freedom but license for the strong 
to ride roughshod over the weak. They realize that, just 
as the automobile age required the innovation of traffic 
laws and traffic lights, the growing complexities of our 
modern economic-financial organization require propor- 
tionate growth in Government regulation. 

(3) The average American does not for a moment 
believe that he must make a choice between capitalist 
enterprise on the one hand and “Government-run-every- 
thing” on the other hand. He sees no sense in regarding 
business and government as mutually antagonistic, com- 
pletely distinct entities. He believes our democractic 
system is sufficiently flexible to permit any needed eco- 
nomic, financial and political adjustments without be- 
coming either a totalitarianism or a full socialism. 

The fact is that our system for generations has been 
increasingly “socialistic.” Of course, you yourself don’t 
regard the Interstate Commerce Commission, the Fed- 
eral Trade Commission, the Federal income tax, the Fed- 
eral Reserve banking system, the tenement fire protec- 
tion laws and the various other “reforms” of years gone 
by as “socialism”—but probably the conservative fathers 
or grandfathers of some of you did! 

Where does capitalism end and socialism begin? In 
some communities, water supply is still a function of 
private enterprise. Certainly that is capitalism. But in 
most, water supply is a function of the municipal gov- 
ernment. That doesn’t make it socialism, does it? Again, 
is it socialism if electricity supply is managed by gov- 
ernment, but not socialism in the case of water supply? 
Would it be socialism if the railroads were publicly 
owned and operated? Such long has been the case in 
France—yet pre-Hitler France was a capitalist nation. 
In New York City, and elsewhere, there are public hos- 
pitals—also privately-owned hospitals run for profit. 

You take it for granted that highways, streets, schools, 
police and fire protection, bridges, hospitals and numer- 
ous other services and undertakings are a proper func- 
tion and responsibility of government—and, incidentally, 
such governmental undertakings have for generations ac- 
counted for a larger proportion of employment and eco- 
nomic activity than you probably imagine. 

You concede that the general welfare and security of 
the people are a proper and unavoidable concern of demo- 
cratic government. That being so, where are you to 
draw a hard and fast line?. It seems to me that intel- 
lectually honest debate can only center on the question 
whether a particular policy or action of government is in 
fact in the public interest. As a common sense rule 
of thumb, it appears obvious that private enterprise 
should be given every possible encouragement by gov- 
ernment policy to carry on with maximum efficiency the 
processes of production and distribution in which it is, 
and will remain, most proficient—but equally obvious 
that private enterprise cannot by any means be the 
whole story of an effective economy and a satisfactory 
civilization. 

There was a time when unregulated bank credit was 
an undisputed function of (Please turn to page 361) 
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Eeonomic Front 


of the 


Western Hemisphere 


During the War ... And After 


BY V. L. HOROTH 


a. scheme for a common economic front of the New 
World countries has been propounded at various times 
ever since Simon Bolivar dreamed of it more than a 
century ago. It fell to the representatives of American 
nations first at Panama in 1939 and later in Havana to 
work out a practical plan which would secure them from 
aggression and alleviate the economic dislocation caused 
by the war. The same objectives were discussed between 
the United States and Canada at Ogdensburg in August, 
1940, and eight months later at Hyde Park. 

Early proposals made following the fall of France for 
the establishment of an inter-American front went far 
beyond the emergency measures. Under the influence 
of spreading totalitarian ideas, they 
called for the creation of an economically 
self-contained inter-American bloc. How- 
ever, the weakness of such a_ proposal 
was recognized by the Havana Confer- 
ence itself. During its modern history, 
the New World has always been a sur- 
plus producer of foodstuffs and raw ma- 
terials. Its 250,000,000 people, repre- 
senting only about 12 per cent of world 
population, contributed in recent years 
some 25 per cent of world output of 
principal food grains and some 35 per 
cent of the world industrial production. 
Even if some acceptable formula for de- 
termining the functions of individual 
countries had been found, the necessary 
shifts in production would have been too 
costly and would have brought about 
the lowering rather than the raising of 
living standards for many years to come. 
Canada and Argentina in_ particular 
would have been penalized. 

After the war, the Western Hemis- 
phere as a whole will have to continue 
to look for markets on the outside. 
Hence, the solution of its problems can- 
not come from economic self-contain- 
ment, but rather from freer trade with a 
wider economic area, presumably the one 
embracing the British Empire. if not all 
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the United Nations. For this reason it may be fortunate 
that there are really two sets of inter-American collab- 
oration systems being developed side by side: one be- 
tween the Dominion of Canada and the United States and 
the other between the United States and Latin American 
countries. To be sure, Cagada was represented at the 
Havana Conference, but her membership in the British 
Commonwealth of Nations is too valuable politically and 
economically to be given up for a looser Pan-American 
association. Canada may nevertheless, prove in the 
future to be a most valuable link in building up a larger 
trading area. 

Since Canada and the United States are much of the 





Harbor of Rio de Janeiro, Brazil—most beautiful in the world—with the Avenida 
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same stock and have a similar political background, it 
was natural that, once they agreed on economic collab- 
oration, rapid progress should be made. The immediate 
objective was to obtain the maximum utilization of the 
productive resources of the two countries for the war 
effort. With this in view, the Joint Economic Com- 
mitteé, established in June 1941, began to work on the 
coordination of economic activities and on long-range 
plans involving regional specialization. .Another organ- 
ization, the Materials Coordinating Committee, has for 
its job the speeding up of the exchange of raw materials 
essential for war production. The Joint War Production 
Committee coordinates the productive facilities with a 
view to prevent unnecessary duplication of factory facil- 
ities, and thereby alleviating post-war readjustments. 

Through the work of these committees, Canada, 
though she is turning out airplanes, tanks and heavy 
guns, has tended to specialize in small arms production, 
while we are concentrating on heavier and more com- 
plicated equipment. In the way of agricultural coopera- 
tion it was agreed to increase the planting of oil-bearing 
plants in the United States and of flax, oats and barley 
in Canada. The agricultural surpluses are to be ex- 
changed in the Fall without tariff. 


Free Flow of War Production 


The most far-reaching development has been, however, 
the removal for the duration of the war of all barriers, 
including tariffs and import duties, to the free flow of 
war production. Considering that in the pre-war days 
the trade between Canada and the United States used 
to be the largest between any two countries, this is a 
significant development which may have profound and 
permanent influence. Moreover, the trade between the 
two countries has more than doubled since the outbreak 
of the war. Canadian exports (including gold) to the 
United States, which averaged C$470 millions in 1938-39, 
reached C$780 millions in 1941 and during the first 
quarter of this year were at the annual rate of about 
C$900 millions. The expansion of Canadian imports 
from this country has been even greater. The current 
rate is around C$1,250 millions, compared with C$1,010 


millions in 1941 and C$460 millions in 1938-39. 

In contrast with the Canadian-United States economic 
relations, the economic front between Latin America and 
the United States presents a looser organization. It 
differs from country to country. Much of it grew up out 
of impromptu measures, from meeting immediate prob- 
lems arising from economic dislocations brought about 
by the war, etc. It also reflects the intensity of economic 
relations between the United States and each Latin 
American nation. 

For example, the collaboration is very real and strong 
in the case of Caribbean ‘countries, which in 1940 sent 
us some 82 per cent of their exports and took over 74 
per cent of their imports from us. The economic ties 
between Argentina and this country are less vital to 
both. Sheer necessity has, however, brought the Amer- 
ican republics closer together. To get industrial equip- 
ment and strategical materials or to develop new mar- 
kets, American countries have reduced tariffs and 
otherwise freed the flow of goods between countries, 
Partly because of higher prices, but chiefly because of 
the increased commercial interchange of goods, the value 
of inter-American trade may be estimated to have risen 
between 1939 and 1941 some $314 billions to at least $7 
billions. Considering also the effort of individual Latin 
American countries to develop their natural resources 
and to diversify their agricultural and manufacturing 
industries, it may be said that the Western Hemisphere 
is more self-reliant than at any previous time in history. 

The machinery set up to bring the United States and 
the countries of Latin America together is truly formid- 
able. Each of the three Pan-American Conferences held 
since 1939, set up new organizations and launched new 
projects. The Inter-American Economic and Financial 
Advisory Committee, one of the first to be organized, be- 
came a sort of parent organization for other committees; 
it formulates general policies, and conducts special finan- 
cial and trade surveys. Another, the Inter-American De- 
velopment Commission, was created in June 1940 under 
the Chairmanship of Nelson A. Rockefeller, who is also 
Coordinator of Commercial and Cultural Relations be- 
tween the American Republics in the Office of Emer- 
gency Management. This Commission has since estab- 

lished National Development Commissions in 
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Growing Diversification of Brazilian Exports 


(Value in 000,000 milreis) 


——12 Months—— 
1939 1940 1941 
2,234 1,589 2,017 
1,159 837 1,010 
221 466 449 
192 315 

222 301 

180 322 

68 209 

96 192 

189 
148 
148 
99 
1 
1,239 


2 Months 
1941 1942 
476 

86 

52 

56 

54 


1939 


39.8 
Raw Cotton.... swan 
Chilled and canned meats 


Hides and skins Fe 
Carnauba and ouricuri wax... . 
Cotton textiles. 

Vegetable oils. 
Castorseed...... 

Lumber and wood 

Diamonds 

Quartz crystals 

Rubber...... 

All Other. . 


946 17.1 


100.0 100.0 


Total... 6,729 859 1,287 


ERI 
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each of the twenty Latin American republics to 
conduct surveys of trade and financial needs of 
individual countries as well as to make sugges 
tions as to the development of natural resources: 
and new non-competitive industries. Another or- 
ganization, the Merchandising Advisory Service 
in New York, gives technical advice in regard to 
new products, market for which could be created 
either here or in Latin America. One of its 
earlier jobs was to promote in Brazil the manu- 
facturing of tapioca brands demanded in the 
United States. 

The Rio Conference recommended an organ- 
ization which would promote stability of ex- 
change and facilitate capital movements among 
various American countries. The details are 
being discussed at the Inter-American Confer- 
ence on the Systems of Economic and Financial 
Controls which is now being held in Washington. 
There are numerous other organizations and 
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special committees. They include the Export-Import 
Bank, whose lending authority was raised to $500 mil- 
lions in September, 1940, the Inter-American Institute 
of Tropical Agriculture, and the Inter-American Com- 
mittee for the Dairy Industries, etc. 

However, by far the most important factors in bring- 
ing about a closer cooperation between the Americas 
have been our defense program and the expanding de- 
mand for consumers’ goods in this country. The two 
have helped the Latin American countries to solve many 
difficulties raised by the loss of trade with the Continent 
of Europe. By September, 1941, our imports from the 
Latin American countries reached the annual rate of 
about one billion dollars and they are still continuing to 
rise. Dollar balances of about $200 millions were accumu- 
lated by them during 1941 and this year’s trade and gold 
and silver sales are expected to bring in for them some 
$500 millions. Hence the loss of European trade has been 
practically made up for, and by the end of 1941 most of 
the Latin American countries became almost invariably 
stronger and more prosperous than they were in 1938-39. 

The strengthening of the trade balance and the inflow 
of foreign capital into Argentina, Brazil and a number 
of other Latin American countries has been reflected in 
the growing strength of currencies. Of late some of 
them, including the Argentine peso, the Brazilian mil- 
reis and the Peruvian sol, have actually appreciated in 
terms of the dollar. Several republics built up their gold 
and foreign exchange reserves. At the same time the 
repatriation of external indebtedness continued. A com- 
pilation by the South American Journal shows a drop of 
16 per cent or about $700,000,000 in British investments 
in Latin America, partly due, however, to the removal of 
inactive issues from the quotation list. Brazil retired 
about $28,000,000 of outstanding dollar bonds in 1941. 

Through a combination of circumstances, the short 
term money markets in Rio and Buenos Aires were given 
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a chance to expand. In Argentina, a 
conversion of four billion pesos of 5 
per cent and 414 per cent internal 
bonds into 4 per cent taxable obliga- 
tions was successfully carried out last 
Fall. General improvement and an 
increasing supply of funds have also 
been reflected in Latin American home 
security markets. As will be seen 
from the table below, the trend has 
been generally opposite to that in New 
York. The volume of stock transac- 
tions at the Buenos Aires exchange, 
although still very small in comparison 
with the New York Exchange, also 
rose appreciably in the last year. 

Our Defense Program has also been 
instrumental in launching some of the 
long range schemes intended to in- 
crease the economic independence of 
Latin American countries. By lifting 
the general level of production, it has 
facilitated shifts from one type of com- 
modity to another. In the case of 
Brazil, for example, the exports of 
vegetable oils and seeds (nuts) trebled 
between 1939 and 1941 and those of 
minerals and metals quadrupled. As a result, the value 
of Brazilian exports is rising despite a big crop in coffee 
and cotton exports. The preclusive purchasing agree- 
ments giving us the monopoly of purchases of strategic 
materials also did their share in bringing about a greater 
diversification. Again in the case of Brazil, the progress 
in this respect was so remarkable that we show the 
Brazilian exports in 1939-41 in the accompanying table. 

No less important than our Defense Program in bring- 
ing about a greater Western Hemisphere self-sufficiency 
was the increase in the Inter-Latin American trade. The 
necessity of searching for new supplies and markets 
when first the European market was lost and more re- 
cently when trade with the United States is being cur- 
tailed because of lack of cargo space and priority regu- 
lations, has opened new trade routes where none existed 
before. 

Mexican textiles now move to Central America in an 
ever increasing volume, while Brazil is on the way to 
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. P = 
Stock Prices and Stock Transactions = 
e + s 
in Latin America 
— Stock Price Indexes—————-_ Stock Trans- 
Chile Mexico Peru U. S. actions 
Indust. Indust. General Indust. Argentina 
(1938-39—100) (000,000) 
1938-39 100 100 100 100 7.3 
1940 98 133 108 95 12.7 
March, 1941 176 115 86 10.6 
June 110 188 116 86 13.8 
September 119 231 117 "1 20.2 
October... : 121 234 119 88 16.9 
November 115 119 85 11.9 
December... 101 123 80 16.0 
January, 1942... ' 114 80 26.7 
February ‘ 76 21.4 
March.......... ; 35 ; 72 
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Trade of Western Hemisphere Countries, 1938-1941 
(All Figures in Millions of U. S. Dollars) 


United States 
Canada (b)... 
Argentina (c) 
Brazil... 

Chile 


Total. 


Colombia 

Cuba... 

Mexico. . 
ee 
Uruguay 
Venezuela... 

11 Other Republics 


Grand Total 


United States 
Canada (b) 
Argentina (c) 
Brazil. . 

Chile 


1,039 
473 
84 
122 
29 


Total Trade 


: Exports— ———— 


1939 
3,123 
1,038 
393 
334 
138 


6,019 


1940 
3,938 
1,182 

425 
301 
144 


5,990 


95 
127 
178 

66 

58 
270 
141 


5,925 


1941 

5,019 

1,607 
436 
408 
161 


7,631 


99 
212 
151 

76 

61 


8,700(e) 4,109 


Inter-American Trade (a) 


Exports———_———_ 


1939 
1,131 
588 
85 
146 
50 


1940 
1,500 
522 
132 
166 
92 


1941 

1,850(e) 
706 
232 
307 
124 


1938 
752 
464 
122 
130 

43 


Imports 


1939 


2,318 


721 
335 


1940 
2,625 
898 
446 
301 
105 


4,375 


85 
104 
124 

52 

39 

97 


137 


5,013 


Imports 


1939 
898 
514 
136 
149 
44 


1940 
1,088 
661 
238 
156 
69 


6,150(e) 


930 
243 


74 


200 
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local manufacturing made in 194] 
remarkable strides in practically all 
Latin American coutries, with new 
factories and industries springing up 
like mushrooms. Most of them have 
been doing remarkably well, aided, 
of course, by rising prices and often 
by almost complete lack of outside 
competition. They should continue 
to do well, provided that they have 
raw materials to process and fuel. 


In a number of Latin American 
countries, industrialization is now 
entering a more advanced stage; the 
production of capital goods. Argen- 
tina, for example, has up to date 
steel works and machine shops to 
turn out tanks and armaments, and 
her docks can handle any ship re- 
pair. In Brazil, ground was broken 
for a large steel mill between Santos 
and Rio which will eventually quad- 
ruple the present steel output. Mex- 
ico is building another steel mill in 
the North, and Colombia is getting 
ready to open its first electric steel 


1,747 
35.6 


1,511 
43.6 


Total 
% of Total 


2,000 
39.8 


2,442 
40.8 


3,219 
42.1 


(e)—Estimated. Not yet available. 
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becoming one of the largest textile exporters. After be- 
coming practically self-sufficient, she is sending cotton 
and rayon goods to other Latin American countries, to 
South Africa and even this country. During the course 
of 1941 she became the second largest source of Argen- 
tine imports. There are other new trade routes in the mak- 
ing, the Canal Zone is drawing more and more on the 
foodstuff supplies of nearby Caribbean countries rather 
than relying on imports from the United States. More 
Brazilian coal is moving to Argentina; Brazilian food- 
stuffs, paper and chemicals go to Mexico, Argentine wheat 
and meat to Peru and Bolivia, Venezuelan oil to Brazil 
and Argentina, Ecuadorean rubber to Argentina and 
Chile. According to Foreign Commerce Weekly, Lloyd 
Brasileiro Line has been asked recently to assign one of its 
boats to the new Mexican-Brazilian trade route. Argen- 
tine firms are canvassing Central America, and salesmen 
from Brazil, Argentina and Chile visit Venezuela. 
Necessity has been also the principal cause for the 
acceleration of agricultural diversification. Cuba, once 
almost completely dependent upon our fats and dairy 
products, has now small surpluses to export. The in- 
ability to get jute bags and rope from the Far East has 
stimulated the raising of hemp, henequen and _ other 
fibers all over Latin America. The making of bags in 
El Salvador out of local grown henequen is booming. 
Manufacturing is another field in which Latin America 
has been making history. Despite scarcity of cargo 
space, which has kept down the shipments of coal and 
petroleum, and increased difficulties in obtaining indus- 
trial equipment in the United States and Great Britain, 


326 


1,741 
46.3 


(a)—Including trade with British, French and Dutch 
Possessions in Western Hemisphere. Including tary gold exvorts. (c)—Im- 
port figures based on “‘real values" up to July, 1941; since then “invoice values” used. 


furnace at Medellin, first to utilize 
scrap and later the nearby iron ore 
deposits. Peru, where rich iron ore 
desposits and some coal was dis- 
covered not far from each other, is 


2,212 
50.5 


3,126 
58.3 


NIs,.«SC(<“‘ MSO Planning steel works, provided 


the necessary equipment is available. 

Our entry into the war has created new problems. Our 
purchases from Latin America are being concentrated 
on the strategical materials &t the expense of consumers’ 
goods. This is bound to lead to the overstimulation of 
the production of mineral raw materials and to aggravate 
post-war maladjustments. The inability to get indus- 
trial equipment in this country will mean slowing down 
the present pace of industrialization. At the same time, 
the tendency on the part of the Latin American countries 
to cope with the crisis through the development of inter- 
Latin American sources of supply and through the im- 
provement of communications, with each other is bound 
to be stimulated. 

The war-has greatly speeded up the changes in the 
economic structure of Latin America and the opening 
of new inter-Latin American trade routes. Although 
we shall probably lose markets for some of our goods, in 
the long run we are bound to benefit from the increased 
economic independence of Latin American countries. 
They may become great producers of consumers’ goods 
but will have to rely, for a long time to come, on our 
industrial equipment, motor vehicles, capital goods in 
general. We may find it necessary to reshuffle our ex- 
port trade, but in the end, we shall undoubtedly find it 
greatly expanded. 

Industrialization of Latin America does not mean only 
higher standards of living and more trade. It means also 
social changes and progressive strengthening of democ- 
racy in the countries south of the border, and thus the 
strengthening of the common political and economic 
front. 
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The Unique Investment Merit 


of Series “F°’ and “G” War Bonds 


BY A. WILFRED MAY 


a Serer that even informed quarters 
have been paying to the unique investment, as well as 
patriotic, attributes of the War Savings Bonds is strik- 
ingly brought to the fore by the new Investment Bank- 
ers—Treasury Department campaign to reach the “big 
money.” For it is deemed advisable to deploy 150 
crack security salesmen on thousands of corporate offi- 
cials and higher-bracketted employees to explain that 
F and G bonds stand on their feet. This represents a 
strictly professional effort—comprised of the “invest- 
ment bankers” representatives, who are contributing 
their time; and from the Treasury Department: Nevil 
Ford, J. Richie Kimball, Gail Golliday—veteran invest- 
ment bankers, and the writer, who is a financial econ- 
omist. 

Surely it should be wholly evident that in addition 
to his patriotic satisfaction, the “hard-boiled” investor 
gets a big material “edge” from his purchase of War 
Bonds. 

For example, as is perhaps not realized, inclusion of 
a money-back option makes them virtual “interest- 
bearing currency’—surely a welcome haven for the 
harassed capitalist. The imminent doubling of the pur- 
chaseable limit on F and G Bonds, of course, fortu- 
nately accentuates such benefit. 

Another important advantage to War Bondholders, 
not enjoyed by other fixed-interest securities, is the 
protection against possible rises in money-rates de- 
rived from the unique put-to-the-Government priv- 
lege. This removes the threats of capital deprecia- 
tion and locking-in at present interest rates, which 
constitutes the chief objection to ordinary bonds. 

And the War Savings Bonds afford a considerably 
higher yield than the market affords on outstanding 
Government or corporate issues. The following table 
shows the extent to which this is true: 


Present Value at Yield to 
Cost Maturity Maturity 
War Savings Bonds % to Par Amount Date Date 
Series E, Maturity 10 years......... .......... 75 100 2.910% 
Series F, Maturity 12 years............. , 74 100 . 2.53 
Series G, Maturity 12 years.............. .. 100 100 2.50 
’ Value at Yield to 
Typical Issues Maturing in from Present Maturity Maturity 
to 13 years Cost Date Date 
U.S. Treasury 2!4% Bonds, due 12/15/53-51.. 105 100 1.68% 
Cons. Gas. (Balt.) Ist 4!/s 1954.............. 123 100 2.30 
Standard Oil (N. J.) Deb. 234s 1953......... 104'/ 100 2.26 


And it should be borne in mind that current market 
prices on railroad equipment trust certificates—secured 
by box cars, locomotives, and cabooses—show a return 
of 2% or less. 
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If circumstances should force a holder to convert his 
War Savings Bond holdings into cash a few years after 
they have been bought—the yield they would provide 
after, say 614 years would still be as good, or better 
than that available in other high grade securities matur- 


ing in about 614 years. This is shown by the following 


table: 
Present Value at Yield to 
War Savings Bonds, assuming Conversion Cost Conversion Conversion 
into Cash after 6!/2 years % to Par Amount Date Date 
Series E ; : 75 86.0 2.12% 
Series F ; oie ae 83.5 1.87 
Series G .... 100 95.8 1.89 
Value at Yield to 
Government and Corporate Issues Present Maturity Maturity 


maturing in about 6'/2 years Cost Date Date 


U. S. Treasury 2s Mar. 15, 1948 101 3/32 100 1.81% 
N. Y. Gas, Elec. L. H. & Power 
Ist 5s Dec I, 1948 . 1183/8 100 2.00 


Apparently the savings deposit—yielding 2% or less 
—constitutes the other investing medium most nearly 
similar to the War Savings Bond. But it surely is not 
casting aspersions on the (Please turn to page 362) 















Charles Phelps Cushing Photo 


Congress appears to have spiked the New Deal’s bureau- 
cratic strategy for federalizing state unemployment com- 
pensation systems. Just after Pearl Harbor the President 
seized state employment services, planned later to na- 
tionalize the companion unemployment compensation 
offices. But Senate and House have written into the 
Labor-Security Appropriation Bill language specifically 
safeguarding unemployment compensation from such 
confiscation. That irks the downtown reformers. They 
want to annex unemployment compensation and grab 





Washington Sees: 


You can get odds in Washington that Leon 
Henderson's price control program will flop. 


This belief stems from (1) Henderson's inabil- 
ity to operate harmoniously with Congress, (2) 
War Labor Board's policy of "stabilizing" wages 
upward, (3) the President's unwillingness to freeze 
farm prices, (4) the rising cost of many raw ma- 
terial supplies. 


Henderson must puncture his price ceilings 
unless he can (I) flatten rising production costs 
or (2) pay subsidies. 

He can't curb rising production costs in the 
absence of lids on wages and supplies. Neither 
is in sight. He can't pay adequate subsidies 
without congressional permission, and such per- 
mission is not in sight. 


Henderson is personally to blame for congres- 
sional opposition to subsidies. Congressmen were 
ready to vote general subsidy legislation before 
Henderson waxed contemptuous of the lawmak- 
ers in patronage and policy matters. Now he 


never will get broad authority to pay subsidies, 
‘can hope, at the most, for only a selective sub- 
sidy law with boundaries laid down by a Congress 
which no longer trusts him. 
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the vast income reservoir from the three per cent tax 
on employers. 







Scrap rubber collection failure wasn’t so shocking to 
Administration upper men as you might believe. Insid- 
ers knew the drive was doomed from the beginning. The 
earlier aluminum crusade had demonstrated such collee- 
tion methods to be unproductive. Plain fact is—the rub- 
ber solicitation was intended to be a springboard for 
broader gas rationing. 



















Automobile industry has achieved a miracle in shifting 
to airplane engine production. Engineers recently tore 
down an engine manufactured by Pratt & Whitney Air- 
craft and a counterpart turned out by Buick. They 
scrambled the parts and reassembled two engines. The 
Buick product was found to be such a precise duplicate 
of the original that the two rebuilt power plants operated 
perfectly with interchanged parts. 













Sales tax may yet be in the 1942 revenue bill. Senate 
proponents of this levy claim they have enough votes 
to write it into the measure. They’re considering this 
strategy: hold hearings until early September, write in 
the sales tax and pass the bill in late September or early 
October, then stall the whole thing in conference until 
after elections. They figure House members may be will- 
ing to accept the sales tax if a show down is deferred 
until the votes have been tallied. In this there is 4 
very good chance they are right. 











Food industry is privately glad Price Administrator 
Henderson had to puncture ceilings on canned goods be- 
cause Congress withheld subsidy authority. Leaders of 
the industry have been demanding the ceilings be 
pierced. They oppose subsidies because subsidies meal 
more Federal regulation. Don’t be surprised if their im 
portant victory evokes similar crusades by other indus- 
try groups against price roofs. Politicians are not alone 
in complacency about inflation. 
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Affairs Committee Chairman May has introduced a bill abolishing such 















unless vital to war or essential consumer activities. 


Cost-plus-fixed-fee contracts won't be outlawed. House Military 


contracts ‘but he's shouting up a rainspout. Congress doesn’t like cost- 


} plus-fixed-fee buying, nonetheless won't hobble the war agencies by a 
Sig de brohibi tion. 


Keep an eye on the Army's air cargo service. It may make 
merchant ships obsolete, can shorten the war by years. Already the War 


Department has snatched the necessary operating personnel from commercial 
airlines. All it needs now is a supply of flying boxcars and these will 
shortly be rolling off assembly lines. Don't be surprised if 20 per cent © 
of America's aircraft capacity is devoted to fanning out cargo planes by 
the end of this year. Cargo lines will equal, may surpass, aircraft 
carriers in military importance. 


Navy inflexibility is delaying the fight to smash U-boats. 
Speedy little anti-submarine craft so essential in Atlantic Coast defense 
aren't being turned out as fast as possible because the Navy insists they 
be powered with Diesel engines. That's a bottleneck, but the Navy won't 
substitute gasoline power plants. Nobody seems willing to say whether the 
admirals are motivated by tradition or fear of fire. 





24-inch pipeline now building between Longview, Texas, and 
Salem, Illinois, is to be continued eastward. That has been agreed upon 
by WPB and the 0il coordinator's office. Present planning doesn't contem- 
plate extension all the way to the seaboard but does sanction an immediate 
spur pointing toward the shortage area. 








You food men and farmers will be glad to learn you have another 
war. expert _in Washington to help you plan. He's Sam Bledsoe. Sam was 
a first-rate newspaper reporter until he hit the New Deal's sawdust trail 
as an Agriculture Department propaganda man. Now he’s vice chairman of 
the Food Requirements Committee, that overall agency created to 
determine and meet the foodstuff needs of just about the whole creation. 
A little bewildered by this sudden greatness, Sam talks vaguely about 
fats and oils and farm labor—he's still just an ex-reporter. 














Qur sugar ration isn't being upped because Leon Henderson fears 
the psychological reaction of the public. Henderson has been widely 


accused of blundering when he curbed sugar sales. He knows he did blunder 
but is afraid to admit it because (1) the general public would thereafter 
eye him with suspicion, (2) would be indisposed to cooperate in future 
rationing. But sooner or later bulging warehouses will force Henderson 
to increase the sugar allowance. 





Chain stores seem to be contributing the supply experts for the 
AEF. The two top-ranking | officers taken from civilian life to handle AEF 





purchasing and warehousing are Colonel Douglas C. MacKeachie of A&P and 


Lieutenant Colonel Chapin Weed of the Grand Union Tea Company. 





Don't expect the Smaller War Plants Corporation now being 


fashioned within WPB to prove a saviour for the little fellow. It wont. 





Donald Nelson is setting up this outfit because Congress told him to. That 
was a pious gesture by the lawmakers. It means littie. Plain fact is 
that thousands of small plants are to wither away. They won't be saved 


Confidential surveys have convinced WPB appraisers that 25,000 
industrial establishments will have folded up by October 1. 
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After the White House thunder on the scrap rubber collection 
subsides, watch for an analytical Senate exploration of rubber petroleun, 
and transportation. The probe will be handled by the special Senate 
committee on fuel oil and gasoline, headed by Connecticut's Democratic 
Senator Francis Maloney. Maloney is a clever investigator—sifts facts 
from propaganda rubbish. The country's one hope of having public and 
official confusion dispelled reposes in this Maloney group. 





Leon Henderson may get tough and order 25,000 manufacturers to 
file financial forms A and B which he has requested to be filed ona 
voluntary basis. Industry isn't returning the questionnaires, has been 
advised by trade associations and lawyers not todo so. Plain fact is that 
Henderson has authority to—and probably will—under compliance. 








Industry is justified in refusing to send _ in forms A and B 
unless under compulsion. Why? Because, (1) they seek confidential data 
in no way related to price control, (2) they impose enormous burden— 
financial as well as bookkeeping —on companies straining every sinew to 
speed war production, (3) Henderson will make available the reports to 
other Federal agencies having nothing to do with price control but 
interested solely in New Deal reforms—postwar as well as present. 
There'll be no recriminations against companies not filing the forms 
voluntarily, but a penalty will attach when and if the Administration makes 
them mandatory. 








Wage freezing is definitely on the shelf until after elections. 
War Labor Board has the presidential OK to go forward with its wage 
"stabilization." That means lifting the entire pay scale to highest 
prevailing level, a see-saw operation which has no logical ceiling. It 
can't work, can't bridle the soaring wage trend and threat to price 





controls. Freezing in the long run is inevitable but will be delayed 
until of small value as an inflation repressor. 


The Treasury has no intention of continuing its war bond program 
on a voluntary basis. Morgenthau is opposing compulsory savings now for 
the same reason he talks against the sales tax—to kid the voters. 
Treasury outlook for 1943 definitely contemplates enforced bond buying. 








Inevitable changeover. from tin to glass by canners is going to 
flatten somebody's money bag. Shifting from tin to glass packaging 
means an average added cost up to 30 cents per case on many products. Who's 
to pay? The taxpayers through a subsidy, consumers through punctured 
price ceilings, or the processor, jobber, and or retailer through less 
profit or even a loss? Henderson's men have no answer yet. 








Street cars and buses are closer than railroads to Federal 
regulation. While Defense Transportation Office tosses nosegays at the 
rails, local and interurban transportation problems multiply. It's the 
rubber shortage, of course, and in defense areas we may soon be drop- 
ping coins into fareboxes of buses and trolleys transplanted by ODT from 
some other community with fewer war -workers. 





Temporary homes and barracks will soon sprout in defense areas. 
Bedeviled by material shortages and reports of war workers quitting jobs 
because they can't find a place to live, national housing expeditors have 
abandoned all hope of complying with decent building standards. They'll 
throw together flimsy shacks and ignore local price and local ordnances. 
This hurts. It means divorcing the national housing program from New Deal 
social reform. 
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War conversion of small plants is now either an accomplished 
fact or a virtual impossibility. The millions voted by Congress to aid 
small business will make no difference. It's like the wisecrack about the 
ham and eggs. "If we had the machinery, we could convert to war work, if 
we could get the raw materials.” The plants already on war work are 
devouring all available metals and clamoring for more. You can bet that 
materials will not be diverted from them to help belated conversion of 
the small fry. 

















Materials supply problem will increasingly force WPB to shift 
gears. Emphasis is turning from all-out production to controlled produc- 
tion. Essential war producers must have steady flow of metals, and 
definition of the word "essential" is getting steadily more realistic and 
hard-boiled. There is beginning of more selective policy even in actual 
weapons. Thus, deferment of some of the blueprint super-battleships and 
more urgent emphasis on aircraft carriers. 





Controlled production implies much increased restrictions, aimed 
at more efficient use of productive resources. New allocations system 
will end unjustifiable inventory hoards. Inventory ceilings probably 
will be applied even to retailers before end of year. 





Transport squeeze will get worse. Officially reported ship 
Sinkings show no significant decline and continue to approximate new ship 
output. There was very large net loss in ship tonnage during our first 
zix months of the war—within which period volume of materials and men 
needing ocean transport greatly increased.. Even if submenace were 
neutralized quickly, ocean transport needs for at least balance of this 
year will outpace transport capacity. 





Railroad performance is bright spot in current transport 
picture. Biggest headache is seacoast terminal congestion, due to 
shortage of ships. All past operating records are being surpassed, and it 
is highly improbable that the seasonal freight peak next autumn will bring 
any crisis. Train speeds are being increased; turn-around time reduced; 
more tons loaded per car. In relation to maximum efficiency. in use of 
cars, a new car-loading device recently perfected by the Evans Products 
Company appears to have revolutionary potentiality. It is claimed that at 
relatively moderate cost, this will add some 33 per cent to the average 
car's capacity, virtually eliminate all transit damage and make possible 
speedier use of cars. 











The matter of gasoline rationing and the related problem of 
rubber conservation have been handled none too well. Criticism in 
Congress is mounting. One of these days a Congressional investigating 
committee is going to lift the lid and let in some light on the real facts 
of the rubber situation about which public opinion is somewhat confused. 
Some careful students of the problem believe it can be solved more quickly 
and with less disruption of motor transport than you have been led to 
believe. Time will tell. 

















billions of dollars = a but ie 

total retail sales droppe dto 4.4 billions in dollar value and in physical 
volume fell 23 per cent below May of last year. June has brought further 
gain in consumer income, further recession in trade. No evidence yet of 
much predicted big shift of consumer income from non-available durable 
goods to soft goods. In many areas, notably New York City, the stores 
are striving to attract buyers by cut-price sales, especially of clothing. 


Despite priorities and searcities of many materials, total 
retail inventories expanded by some $700,000,000 in the first four 
months of this year to record high figure of $7,337,000,000. This was 
increase of $1,292,000,000 in a year, of which perhaps one-third was 
accounted for by higher prices. On the average, the past two years have 
seen extraordinarily heavy consumer purchases of goods of all types. As 
a result, the average consumer is well stocked; and his “inventory” 
averages much "younger" than usual. As far as it goes, this means less 
incentive to buy this summer, regardless of the level of purchasing power. 
But between now and winter there will be a decline in store inventory, 
and further large rise in industrial payrolls. It will then be seen 
whether official price céilings can withstand the upward pressure of 
consumer demand. 











Steel is the backbone of a war economy. We have more of it by 
far than the Axis, but not enough. Steel shortage is not only limiting 
the expansion of total industrial output but is also handicapping some 
sections of the arms program itself. Mill capacity would permit higher 
operation rate than at present if enough steel scrap could be had. But 
scrap shortage is acute and progressive. Yet there is without doubt enough 
non-essential steel in this country to supply scrap needs for at least a 
year or two—if stern, compulsory measures were resorted to in its 
collection. In this situation a dictator government wouldn't hestitate 
to commander the steel fence around your yard or any other privately or 
publicly owned steel objects not absolutely essential to civilian life. 

Ships and guns and shells must come first. One must wonder how much 
longer the Administration is going to dilly-delly with this problem. with this problem. 


To the steel companies there are some rather revolutionary 
longer range implications in this matter of scrap supply. To make 


satisfactory steels with present methods requires admixture of scrap and 
pig iron. By itself, pig iron—also none too plentiful but capable of big 
supply expansion over a period of time—will not suffice. Yet throughout 
the war period we will progressively build up a basic shortage of steel - 
scrap for two reasons. ‘In the first place, we are not making automobiles 
and other consumers’ durable goods, the annual average junking of which 
accounts for important portion of the normal annual scrap steel supply. 
In the second place, much of the steel going into ships, arms and 
munitions will for obvious reasons never be recoverable in the future in 
the form of scrap. No doubt the technical experts of the steel industry 
are already doing some very deep thinking on this problem. 


Army and Navy buying of textiles and shoes has been, and 
remains, fantastically high. Perhaps it will prove to have been 
justified, and the services can't be blamed for making sure of adequate 
supplies. Since purchases have exceeded rate of expansion in enlisted 
personnel, large inventory is being accumulated. The time will come, 
perhaps by the end of the year, when continuing purchases can be lowered 
under the rate of expansion in service personnel. That would lessen the 
pressure of demand on the textile and shoe industries—which are more 
flexible anyway than some of our ration-planners at Washington allow for 
—and would substantially improve the civilian supply prospect. 
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<<First quarter 1941 earnings of 110 
manufacturing companies—as com- 
pared with the same period, 1942» 


F is becoming increasingly likely that the new cor- 
porate taxes this year will be substantially along the 
lines proposed by the House Ways and Means Com- 
mittee. That these taxes will make a large dent in the 
amings of many companies is, of course, no secret. 
What investors generally, however, do not seem to ap- 
preciate is the possible wide discrepancy in the effects 
ofthe tax upon companies operating in the same field. 
Certainly there is no lack of evidence to support the 
contention that current market appraisals in not a few 
stances are ignoring this possibility. This may con- 
tinue to be the case: perhaps until the impact of taxes 
lakes a heavier toll of dividends. But in the meantime 
the investor, particularly the income investor, may re- 
tse his common. stock holding to advantage, at the 
{pense of the more vulnerable issues. 

That of two companies operating in identical fields, 
me should have to be hit by a relatively heavier tax 
burden is due in large measure to the proposed methods 
of computing tax credits. 

The major features of the pending Revenue Bill have 
been pretty well publicized, but for the purpose of clarify- 
ig this discussion the manner in which corporate taxes 
ill be computed this year must be briefly reviewed. 

Corporations will have two options by which their 
lx liability is determined: The “invested capital” option 
id the “average earnings” option. A company may 
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elect the option which is to its best advantage; that is. 
the one under which its tax liability is lowest. 

For the purpose of determining total invested capital. 
a company is permitted to include 50 per cent of funded 
debt, together with preferred stock at par, common 
stock at stated value, and surplus. On the first $5,000,000 
of invested capital a company will be permitted to earn 
8 per cent before becoming liable for excess profits 
taxes; 7 per cent on the next $5,000,000; 6 per cent on the 
next $190,000,000; and 5 per cent on all over $200,000,000. 
The sum of these percentage allowances is the com- 
pany’s gross tax exemption, out of which, however, the 
combined normal and surtax totaling 40 per cent must 
be paid. The balance remaining after this general deduc- 
tion represents the amount which a company may earn 
before becoming subject to excess profits taxes. All 
earnings above the exempt level are taxed at 94 per cent. 
Only 6 per cent of excess profits escape the tax collector. 

A company electing to use the average earnings 
option would be granted an exemption equivalent to 
95 per cent of average annual earnings, before taxes, in 
the period 1936-1939 inclusive. Of this gross exemption, 
40 per cent must be paid in normal and surtaxes. The 
balance, as in the case of the first option, is the maxi- 
mum earnings which a company may show before the 
tax collector steps in and demands 94 per cent. 

It will be noted that the invested capital option tends 
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to penalize “bigness,” while the second option is designed 
to afford some relief to those companies marked by 
stable earnings in pre-war years and whose stake in war 
industry is fikely to be more or less indirect. Food 
processors, grocery chains, and cigarette companies are 
typical examples. It should not be inferred, however, 
that such companies have nothing to fear in the way of 
excess profits taxes. Many of them will count them- 
selves fortunate if they are able to maintain earnings at 
two-thirds of the pre-war levels. 

Stockholders who have examined first quarter reports 
have doubtless noted that many companies this year 
have set aside out of earnings sizable reserves for post- 
war contingencies. Such reserves, however, are actually 
a part of the company’s earnings picture and as such are 
subject to all taxes. However, should the Revenue Bill 
in its final form carry provision for a post-war refund of 
a part of excess profits taxes, which seems probable as 
this is written, the need for such reserves would be 
reduced accordingly. Support fer such a refund is gain- 
ing adherents and, if adopted, may be somewhere be- 
tween 10 and 14 per cent. To that extent earnings on a 
per-share basis would show up more favorably and 
permit greater latitude in the matter of dividends. A 
post-war refund would also render timely aid to many 
companies in cushioning a peace-time slump. Such a 
prospect would doubtless revive confidence to some 
extent in those companies identified with aircraft manu- 
facture, shipbuilding, munitions and others now so vital 
to the war effort but which might experience consid- 
erable difficulty and financial strain in adjusting their 
affairs to an economy which did not put first emphasis 
on war materials. 

A typical comparison of the varying impact of taxes 
is afforded by American Can and Continental Can, the 
No. 1 and No. 2 companies engaged in the manufacture 


Earned Earned _ 
Per Per Share Divs. 

Share 1st 3 Mos. Paid 
— 1942 1941 < 





Latest 
Div. 
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4.00 
6.00 
1.00 
1.35 
A1.00 
3.00 
3.75 
6.00 
2.00 
4.00 
1.40 
1.50 
3.00 
7.00 
1.25 
1.25 


1.00 
1.50 


2.48 3.48 
Bethlehem Steel 

Crucible Steel....... ; 

Jones & Laughlin 

Amer. Car & Fdry 

General Amer. Trans... 

General Motors....... 


Borg-Warner 

Bendix Aviation 

General Electric df 

Allis Chalmers......... R -68 

International Harvester.. §5.87 NA 
NA 

Yellow Truck a -42 

White Motor.......... NA 

Freeport Sulphur 69 2.00 

Texas Gulf Sulphur... .. 48 2.50 
84 e 3.50 
77 1.73 3.00 
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Relative Market Appraisal of Leading Heavy Industry 
Issues on Basis of Estimated Tax Credits 


Estimated 
Tax 
Credit 
$ 


5.00 


2.70 
2.58 


of tin containers. The most favorable option for both | 


companies is the “average earnings” one. Based on 
95 per cent of American Can’s average earnings for the 
years 1936-1939, inclusive, the company would have a 
gross tax allowance of about $19,665,000. Deducting 
40 per cent for normal and surtaxes would leave $11, 
799,000, equal after provision for preferred dividends to 
$3.64 a share for the common stock. Of any earnings 
in excess of $11,799,000, only 6 per cent would be avail. 
able for shareholders. Last year American Can earned 
$6.45 a share and paid $4 in dividends. 

Now let’s take a look at Continental Can. Computing 
the company’s tax credit allowance on the same basis 
as American Can’s, the equivalent of $1.67 per share of 
common is indicated, after preferred dividends. Last 
year the company earned $2.62 a share for the common 
stock and paid $2 in dividends. In other words, the 
estimated tax credit would be equal to about 63 per cent 
of 1941 earnings, and about 83 per cent of dividends, 
American Can’s tax credit, on the other hand, would be 
equal to only 56 per cent of last year’s earnings and 
91 per cent of the dividend. From this it may be de- 
duced that American Can’s dividend, other things being 
equal, is the more secure of the two issues, despite the 
possibility of a greater percentage decline in this year's 
earnings, after the tax collector has been paid. At recent 
prices, American Can shares were selling at a ratio to 
the tax credit of about 18 to 1, while Continental Can 
shares show a ratio of about 15 to 1. 

From what has been said here it is only too obvious 
that exempt earnings, or the tax credit, will play an 
extremely important role in shaping current earnings 
and dividend policies. Regardless of how much a con- 
pany’s current profits are swollen by war orders, the 
actual effects over and above the exemption base will 
be of scant consequence, so far as the stockholder is 
concerned. Any expectations so far 
as earnings and dividends are con- 
cerned, from this point on and for 
the duration, which are not geared 
closely to the indicated tax exemp- 
tion may be doomed to disappoint- 
ment. 

This general rule will apply to the 
majority of corporations. There 
will, of course, be exceptions. Some 
companies, for instance, will be at- 
corded a more liberal basis for com- 
puting their exemption than the 
two options outlined here. In the 
case of companies which recorded 
abnormal earnings growth in the 
two base years 1938 and 1939, credit 
is given for this “growth” factor, 
resulting in a higher tax credit than 
if the full 1936-39 basis were used. 
In the case of oil and mining com 
panies, the tax burden will be light: 
ened by allowances for depletion. 
At one time during the current se 
sion of Congress there was some 


Recent 
Price Ratio* 
46 9.2 
51 13.1 
25 19.3 
19 4.5 
23 10.9 
36 12.8 
37 12.7 
61 9.2 
22 12.9 
29 34.2 
26 24.9 
24 10.9 
46 21.9 
67 14.5 
11 24.4 
12 9.2 
31 28.1 
30 20.0 
50 18.5 
54 20.7 





*—Ratio of Recent Price to Estimated Tax Credit. A—Payment 


restraining order. t—Year ending Sept., 1941. 
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t—Six months ending Moreh. §—Year end- 
ing October, 1941. B—Six months to Oct. 31,1941. NA—Net available. 
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velopments, it now appears unlikely 
that any change will be made. 

Many of the companies most 
prominently identified with the war 
effort are assured a minimum level 
of earnings for the duration. This 
level, to be sure, may be well under 
the level of last year and it may 
seem low in relation to the volume 
of business being handled by these 
companies. On the other hand, 
many of these companies are of the 
“feast and famine” type and mini- 
mum earnings represented by the tax 
credit will in most cases be better 
than the average for the pre-war 
period. Included in this group. are 
the steels, railway equipments, ma- 
chine tools, aircraft and _ various 
miscellaneous companies. 

In other industrial fields, more or 
less removed from direct contact 
with the war effort, the outlook is 
less easy to generalize. Volume, at 
least thus far, has gained materially, 
reflecting the marked increase in 
employment and public purchasing jw 


American Can. . 
Continental Can. . 


American Chicle. . 
Wrigley (Wm.) Jr. 
Colgate-Palmolive-Peet 


National Biscuit 
Loose-Wiles 





Relative Market Appraisal of Leading Consumer 
Industry Issues on Basis of Estimated Tax Credits 


American Tobacco "B’’. . 
Liggett & Myers “B"... . 
Corn Products Ref...... . 
Penick & Ford.......... 
G. C. Murphy. ..... : 

F, W. Woolworth....... 


May Dept. Stores....... 


Procter & Gamble... .. 


*—Ratio of Recent Price to Estimated Tax Credit. 
t—Nine months ended March, 1942. NA—Not available. 


Earned 
Per 


Earned 
Per Share 
Share 1st 3 Mos. Paid Latest Tax 
1941 1942 1941 1941 Div. Credit 

$ $ $ $ $ 
6.45 NA NA 4.00 3.64 65 

2.62 NA NA 2.00 26 

1.88 NA NA 1.40 20 
1.97 NA NA .80 14 
4.91 NA NA 3.50 . 33 
2.60 NA NA 2.40 
4.58 NA NA 13.3 
5.22 NA NA 15.4 

.68 .81 ° . 29.4 

.81 91 17.7 
NA NA 12.3 
NA ao 18.6 
NA NA 6.2 
NA NA ° 11.6 
1.61 2.12 1.50 

-76 1.19 2 75 
NA NA 25 
pala a asad 50 

32 37 o .40 

-66 59 -25 


Divs. Estimated 

Recent 
Price Ratio* 
18.0 
15.3 
18.2 
13.6 
12.5 
12.1 


+—Fiseal year ending January, 1942. 
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power. Under normal circumstances 

rising sales and more rapid turnover would be translated 
into larger earnings. But circumstances are not normal 
and profit margins are being squeezed in the pincers of 
price ceilings and rising operating costs. It is not implied 


that consumer industries will not be able to keep their 
heads well above water, but in a war setting their nor- 
mally stable earning power cannot be relied upon. 


Peak War Earnings 


In other words, all investors would do well to bear in 
mind that last year a great majority of companies re- 
ported excess profits. That means that last year’s earn- 
ings, without doubt, represented the peak of war-time 
profits. This year all of these companies will report 
lower earnings. On the average, profits will probably 
be down 20 to 40 per cent. Dividends should be con- 
servatively estimated at about 25 per cent under last 
year’s payments. Companies well fortified with cash 
have in the first six months of this year maintained 
dividends at the 1941 quarterly rate, awaiting further 
clarification of the current Revenue Bill. Faced with 
the prospect of substantially lower earnings, however, 
coupled with increased working capital requirements, 
the unwillingness of directors to pay unearned dividends 
could hardly be open to question. 

As indicated above, however, the adoption of the pro- 
posed post-war refund of 14 per cent would, in effect, 
reduce the excess profits levy from 94 per cent to 80 per 
cent and, in the case of numerous companies now doing 
a substantial war business, this could mean considerable 
in the form of per share earnings shown on the outstand- 
ing common stock. While it would not necessarily affect 
the actual amount available to stockholders this year, it 
would establish a reserve which presumably could be 
used to advantage to tide the company over such post- 
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war adjustments as may be necessary. To that extent, 
management would be warranted in reducing similar 
appropriations to contingency reserves which have been 
established recently with a view to future shifts from 
war to peace. Such reserves have been notably large in 
the case of those industries which depend heavily upon 
demands incident to the war and the setting of a simi- 
lar reserve for the companies as an integral part of 
the excess profits tax should make for increased investor 
confidence from both a medium and longer range view- 
point. 

From this discussion, it will be recognized that the 
estimated tax credit figures shown in the accompanying 
tables may vary widely from the actual earnings likely 
to be reported for the full year and that the market’s 
appraisal of particular issues will differ accordingly. 
Adoption of the 14 per cent refund provision of the 
excess profits tax would naturally be most bullish for 
those stocks being subjected most to the excess profits 
end of the tax law. Moreover, such companies as are 
most affected by this provision are in many cases also 
the ones which will actually be able to increase the indi- 
cated base figures considerably by adopting the growth 
method of figuring this base instead of the average for 
the four years 1936-39. For others the accelerated 
amortization of newly constructed war-plant capacity 
will mean a substantial saving for stockholders not com- 
putable from past earnings statements. 

While the tax credit figures must not be taken too 
literally as a means of determining relative market 
values, the discrepancies are likely to be minimized as 
between two companies of similar nature insofar as their 
business is concerned. If the ratios shown in the table 
differ widely as between one of the consumer industry 
issues and a heavy industry issue, this differential is 
unlikely to find any future (Please turn to page 359) 
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| mn before the outbreak of the present war Amer- 
icans first heard the slogan “guns or butter.” Although 
the two greatest Continental powers, Germany and 
Russia, chose “guns” instead of butter, to most Amer- 
icans the thought of making a choice between guns and 
butter seemed far-fetched and even ridiculous. 

Today all is different. Not that I wish to infer that 
the United States is confronted with a choice of “guns 
or butter” but because we do have to supply food not 
only to ourselves but to many of the United Nations 
who, because of the necessity of producing a maximum 
of guns, are unable to provide the butter, or the bread 
that goes with it. 

To understand the food situation in this country it is 
almost mandatory that we take a look at food from a 
global standpoint. While we have always been a large 
exporter of foodstuffs, producing more than we require, 
we haven’t been the only food exporting nation. Russia, 
Hungary, Canada, the Argentine and Rumania have 
exported wheat for years; Denmark exported dairy prod- 
ucts and ham and bacon; Holland was a large exporter 
of cheese and some other dairy products; Australia and 
Canada exported considerable mutton and some fruit; 
South Africa exported fruit; South and Central America 
exported coffee; Cuba, Hawaii, the Philippine Islands 
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Falco from Triangle 


and even this country exported sugar; China exported 
eggs and other products, while many other nations ex- 
ported other foods. Now, all is changed. The Nazi inva- 
sion of Europe killed off not only the exportation of 
foodstuffs from the Hun-ridden countries but, in some 
instances, killed off the livestock and fowl which made 
continuation of food production possible. Other nations 
not over-run by an invading army, found themselves i 
an awkward position. Lack of shipping and inability to 
trade with some of their best peace-time customers 
caused the loss of markets. Consequently the burden 
thrust upon us as the world’s bread basket is greater 
than ever before. At the same time, because of a huge 
force of men under arms, our food requirements are 
greater than ever and the labor to produce and market 
the supplies is less than normal. 

According to the United States Department of Agri- 
culture the supply of food in this country for 1942 18 
expected to be the largest on record. There will be a 
3 to 4 per cent increase over last year in total crop acre 
age with unusually large shifts among the crops.’ If 
these plantings are realized, and with average yields, 
the outturn of food crops will be large. The condition 
of crops during late spring was reported to be good, 
although farmers are complaining of the difficulty ™ 
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securing competent help and some have been handi- 
capped by lack of supplies. Numbers of livestock on 
farms, especially cattle and calves, are unusually large 
and the supply of feeds is expected to be ample?’ Stocks 
of crop and livestock products at the beginning of the 
year were the largest on record. The large supply of 
foods available will be stretched over not only our 
domestic needs but also the needs of our armed forces 
abroad and the requirements of our allies. Supplies of 
such foods as fats and oils and sugar, part of which was 
imported from the East Indies and the Philippines, will 
be curtailed to some extent but will meet all essential 
requirements. 

Stocks of wheat in the United States on January 1, 
1942, were estimated at 988 million bushels compared 
with 719 million bushels at the same time in 1941 and 
503 million bushels as the average for 1935-40. Total 
world wheat trade will probably amount to not more 
than 400 million bushels this year. It is quite obvious 
there will be a very restricted export outlet for our 
large stocks and the crop of the coming season, so that 
stocks will continue to be large unless unusually large 
amounts are fed and used in the manufacture of alcohol. 
Stocks of rice on January 1, 1942, amounted to 7,910,000 
barrels of rough rice, according to a survey by the Crop 
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Reporting Board. A larger than average crop is ex- 
pected this year and the carry-over on January 1, 1943, 
will probably be about average. 

Meat shows an excellent position also. The number 
of cattle and calves on farms is now the largest on 
record and total marketings for slaughter in 1942 are 
expected to exceed those of a year earlier. Cattle num- 
bers have been increasing since 1938 and in 1941 reached 
the point where marketings for slaughter could be in- 
creased considerably at the same time herds were being 
built up further. The slaughter of cattle in the first 
quarter of 1942 was 21 per cent greater than in the first 
quarter last year. For calves the increase was 7 per cent. 

There was also a-considerable increase in the number 
of hogs on farms at the start of the year. The increase 
over a year earlier was due principally to a large increase 
in the 1941 fall pig crop and a smaller marketing of the 
spring pig crop before the end of the year. Sheep like- 
wise have increased considerably. 


To Meet Lend-Lease Needs 


Although the 1942 egg production goal is 13 per cent 
higher than the 1941 output, the number of potential 
layers now on farms is sufficient to meet the increased 
needs. If the goal is reached the supply of eggs will be 
ample to meet lend-lease needs as well as to maintain 
per capita consumption in this country at, or above, 
the average for the last few years. About 6 to 10 per 
cent more chickens and turkeys will be raised on farms 
this year than in 1941. 

The same story can be told about dairy products. 
Numbers of milk cows on farms are expected to con- 
tinue to increase during 1942 and 1943. Milk production 
will probably increase if feed supplies continue to be 
ample, although the increase may not be as rapid as 
called for in the 1942 goals. Production of cheese, evap- 
orated milk, and production of creamery butter may be 
somewhat larger than in 1941. Government purchases 
of cheese, evaporated milk, and dry skim milk for export 
under the lend-lease program will probably continue to 
absorb a large part of the increased production of these 
products. 


We should have a well-balanced diet. Tonnage of 
early vegetables has been estimated to be 22 per cent 
greater than in 1941. Estimates of planted or intended 
1942 acreage for 20 truck crops indicate that production 
of most vegetables- will be somewhat larger this year. 
Acreage planted to potatoes and sweet potatoes will be 
slightly larger in 1942 than in 1941, but smaller than the 
1930-39 average, according to reports. However, potato 
acreages may be increased since Government guarantees 
of minimum prices were not published until after inten- 
tion reports had been filed. Production goals call for a 
new record pack of canned vegetables with a 32 per cent 
increase in canned peas, 27 per cent increase in canned 
tomatoes, and a pack of most other vegetables about 
the same as 1941. 

However, restrictions on the use of tin containers for 
foods have been laid down by the War Production Board 
which will eliminate small size cans; prohibit the use of 
tin containers for products that can be preserved by other 
means, including such foods as dried beans and peas, 
spaghetti, cereals, flour, coffee, spices and condiments. 
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General Foods, General Baking 


In one respect, at least, this war differs from every 
other we have ever participated in. The war in the 
Pacific has interrupted the flow of imports of certain 
foods to this country and the other members of the 
United Nations. The loss of these imports is not 
strategic but problems arise in finding substitutes or 
other sources. Some of these losses can be offset by 
expanded production of identical or substitute products 
here and in other countries not blockaded. Conditions 
in the Pacific and scarcity of shipping, however, result in 
the substantial curtailment of supplies of some minor 
items. The most important of these foods are sugar, 
fats and oils. 

Before going into the matter of price ceilings, which 
have a direct depressing effect upon the food business 
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as a whole, it ‘may be well to look at various branches of 
the gigantic industry. Let us look first at the Meat 
and Dairy Products end of the business. Despite in- 
creased cattle reserves, a meat shortage is a possibility, 
The trend of domestic meat production is definitely up- 
ward. Federally-inspected hog slaughter for the six 
months through March, 1942, approximated that a year 
earlier, but year to year gains are indicated in coming 
months. For the packers’ fiscal year to end October 31, 
1942, slaughterings are expected to be about 9 per cent 
above those for the previous year. 

Cattle slaughterings have been above those a year 
earlier for the past 10 months. For the first three 
months of 1942, marketing gains were 21 per cent for 
cattle and 7 per cent for calves. While increases for 
cattle are unlikely to maintain the 21 per cent ratio, a 
sizable rise in cattle and calf slaughterings for the fiscal 
year Is assured. 

Unfavorable weather conditions impaired the early 
lamb crop, and sheep and lamb slaughterings are likely 
to be little, if any, above the record total for 1940-1, 
In the aggregate, however, meat supplies will be well 
above those for the 1940-1 year. 

Despite these large supplies there is no chance of a 
meat surplus. Rising consumer incomes, the increased 
consumption by members of the armed forces, and a 
growing volume of lend-lease exports assure an active 
demand for all the meat which can be produced. In 
fact, packers operating under Federal inspection have 
been requested to set aside 40 per cent of their produc- 
tion of pork products and 66 2/3 per cent of their out- 
put of lard for purchase by the Agricultural Marketing 
Administration (for lease-lend export) during the next 
three to six months. These requirements will create 
civilian shortages, despite larger beef and veal supplies, 
and there is some chance that pork products will be 
rationed, at least temporarily. 

As a means of preventing runaway prices as a result 
of the expanding demands, temporary ceilings were im- 
posed on pork products in 
March, supplementing the ear- 
lier price ceiling on lard. Subse- 
quently revised to eliminate 
inequities, these temporary con- 
‘trols will be replaced by the 
ceilings on most meat cuts (ex- 
cept for mutton and lamb) im- 
posed by the recently an- 
nounced general price measure. 
The new control on_ packers’ 
and wholesalers’ prices became 
effective May 11. 

The Dairy industry, appat- 
ently, will not be able to meet 
the 8 per cent increase in milk 
prodution set as a 1942 goal by 
the Department of Agriculture. 
The number of milk cows on 
farms increased about 3 per 
cent during 1941 and _ produc 
tion per cow has been running 
about 1 per cent’ above that of 
a year ago, primarily as a Ie 
sult of increased feeding. Gains 
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during the period of peak production are unlikely to be 
much above the 4 per cent recorded for the 1942 first 
quarter. Favorable pasturage conditions and extensive 
feeding could moderate the summer slump in production 
and bring larger year-to-year improvements, but the 
rise in full year output probably will not exceed 5 per 
cent, at best. The ratio of dairy products to feed costs 
has declined in recent months, tending to encourage the 
diversion of feeds and farm labor to other farm activities. 

The amount of milk used on farms will show little, if 
any, increase, and the rise in consumption of fluid milk 
will be comparatively small. Incieased lend-lease ex- 
ports are expected to absorb increases in output of 
manufactured products. 

Butter output for the first 1942 quarter was 9 per cent 
below that of a year earlier, but cheese production 
gained 43 per cent, while increases of 73 per cent for 
evaporated milk and 51 per cent for dried skim milk 
were recorded. 

And now for a look at the financial possibilities of 
some creamery and meat packing firms. Take, first, 
Armour & Company. Fair profit margins can probably 
be achieved through adjustment of payments for live- 
stock to ceilings on selling prices. However, a decline 
in inventory profits and higher taxes will probably hold 
earnings under the $1.95 a common share for the 1940-41 
year, although results should be favorable. Maintenance 
of the $6 prior preferred dividend rate is expected, but 
common payments may be rather remote. The general 
factors indicated here apply to all others in the field. 

Beatrice Creamery: Tax increases are expected to 
exceed operating gains. Therefore, earnings this year 
probably will be below the $3.70 a common share for 
the 1941-42 period, although they should provide ade- 
quate protection for dividend payments of $2 on the 
common. 

Borden Company: Semi-annual earnings of this com- 
pany have been: 1939, June, .79; December, $1.02; 1940, 
June, .75; December, .97, and 1941, June, .80; Decem- 
ber, $1.08. Another case of higher taxes. Profits are 
likely to be at least moderately above the $1.88 a share 
of 1941, and dividends should equal the $1.40 paid last 
year. National Dairy Products’ position is similarly 
favorable. 


Meat Packers 


Cudahy Packing Co.: While indications are that 
profits for the current year should be large, they are 
unlikely to equal the $6.58 a common share for the pre- 
ceding year. Common dividends during the year are 
not expected, as preferred arrears must first be liqui- 
dated and earned surplus must exceed $5,000,000 in 
aweordance with bond indenture requirements. Further 
reductions in preferred arrears are possible. Sizable 
dividends are possible on the inactive $7 preferred. 

When one analyzes the food question the twin indus- 
tries, baking and milling, cannot be underestimated. 
Despite the sugar shortage and the rationing of cocoa, 
sale of bakery goods is expected to register moderate 
gains again this year. Profit margins will tend to nar- 
tow, because of frozen selling prices, with the bulk of 
material costs outside the freeze. Operating economies, 
Increased business, and possibly some form of Govern- 
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ment relief will provide some offset, but, in any case, 
higher taxes will reduce final earnings. The decline is 
not expected to be severe, and continuance of satisfac- 
tory dividend rates is likely in many cases. The war is 
having little direct effect on these twin industries. 

Looking at the industries from a long range point of 
view we find— 

Continental Baking: The trade position of this coni- 
pany has been strengthened in recent years, but unless 
further improvement is scored, future average earnings 
will probably not exceed the level of the past three 
years. The company has maintained a strong financial 
position, despite property expenditures. Preferred re- 
tirements are being financed by $17,500,000 institutional 
loans, carrying an average rate of 3.35 per cent and 
maturing serially to 1956. Quarterly earnings for the 
March, 1942, period were 20 cents per share. 

General Baking Corp.: Quarterly earnings for March, 
1942, period were .11; however, earnings this year may 
moderately exceed the .31 a common share of 1941. 
It is likely the 40 dividend rate will be maintained for 
the near term at least. With an average daily produc- 
tion of more than 1,000,000 loaves of bread, this com- 
pany ranks as the second largest unit in the bread baking 
industry. Bread represents about 90 per cent of total 
output. 

General Mills, Inc., is expected, because of higher 
taxes, to show a substantial decrease in earnings. This 
company leads the field in the domestic flour milling 
trade, and sales are expected to show a healthy increase. 
In 1940 the company earned $6.23 and paid a $4 divi- 
dend with the price range of its securities running from 
101 high to 7734 low. The (Please turn to page 364) 
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pitty, strong cross-currents—in a recent week one stock grou § con 
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30 “ceiling” earnings (under the House tax proposals),f few 
and the current market seems to average about ten time § year 

| \ i! these “ceilings.” favo 

il | More than ever before, it is essential for investor time 

20 and traders to study the market action of individul & prof 
Pa issues, whose moves frequently vary widely from thos pres 

ql of the general market. In many cases these individual & dou! 
Pa trends measure the success of the management in copilt & at 0 

10 with current problems, or indicate which companics att ¥™ fisca 
“setting the breaks” under war conditions. The chat ® raw 

40 FREEPORT il wine dines not tell the story, but is frequently a guid coun 
ie to interesting and profitable market situations. If mod 

y the accompanying charts are presented seven “uptrend F last - 

i! stocks and four “downtrend” issues. Will these trend ing a 

30 continue, or have some of these stocks reached a turning cent, 
eid point? A brief statistical sketch of each company maj § gove 

[ aid the investor to form his own opinions regarding the creas 
— outlook. excee 

20 _ Borg Warner in 1929 was “just another” accesso! § The | 
stock, but as a result of shrewd management and diver price 

— sified operations during the 1930’s it graduated to thf Sy, 

select list of stocks favored by institutional investor by y 

—— , - One of the biggest makers of clutches, transmission hung 
39 ‘40 4\ 42 carburetors, radiators, etc., it is also a leading product'— More 

of refrigerators, ranges, washing machines, air condi B few 

tioning units and oil burners. Other divisions produc} (Oct; 

parts for rail and farm implements, special alloy steelsf delay 
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industrial power transmission devices, etc. 

Borg’s capital consists only of common stock, and the 
cash position is strong. The stock is currently within 
striking distance of average 1929 levels, and earnings 
of $4.86 for the twelve months ended March 31 were 
nearly double those of 1929. Currently the stock sells 
at about 414 times earnings, ten times the excess profits 
exemption or “ceiling,” and yields over 7 per cent 
based on the conservative $1.60 dividend rate. With 
its broad diversity of products, the company should 
have good post-war prospects. 


Prospects Look Bright 


While U. S. Industrial Alcohol has made a less favor- 
able market showing recently, it still appears to be in 
a broad uptrend. In the six months ended September 
30 $2.62 was earned contrasted with $1 in the corre- 
sponding previous period. The output of ethyl alcohol 
(of which this company produces about one-third, nor- 
mally for “anti freeze’) should establish a new record 
this year due to the huge amount required for smoke- 
less powder. Current indicated earnings (figures for 
the fiscal year ended March 31 should soon be forth- 
coming) seem the best since 1933, and the company 
enjoys an excess profits exemption estimated at over 
$3 a share. The stock would seem to have possibilities 
for recovery to the upper level of the 1941-2 price zone 
indicated in the chart, or about 40 per cent above recent 
levels. Since the company has been building up in- 
ventories, dividends in the 1930’s were not commen- 
surate with earnings, but in 1941 $1.25 was paid and 


thus far in 1942 $1.50 has been forthcoming. The 
company should continue to benefit by its large inven- 


tories, and peace-time adjustments should present no 
special problems. 

United Merchants & Manufacturers is one of the 
few textile stocks to maintain an uptrend in the past 
year (American Woolen and Pacific Mills made a less 
favorable showing). The company was a steady peace- 
time earner, with the exception of 1938, and in 1941 
profits amounted to $6.87 a share, about half the 
present price of the stock. The low earnings ratio is 
doubtless due to the excess profits tax ceiling, estimated 
at only about $1.60. The next annual report, for the 
fiscal year ending June 30, is due July 29. Principal 
raw materials (cotton and rayon) are obtained in this 
country, hence shortages seem unlikely. With only a 
moderate cash position, dividends were held to 75 cents 
last year, but $1 has already been paid in 1942 indicat- 
ing a probable $2 for the year, or a yield around 15 per 
cent. While the company has not gone heavily into 
government business it has benefited greatly by _ in- 
creased purchasing power, and civilian demand _ has 
exceeded output, with resulting capacity operations. 
The chart picture indicates the likelihood of a moderate 
price advance. 

Swift & Co. belongs to a group normally favored 
by war and post-war conditions; if we are to feed a 
hungry world the packing stocks seem likely to benefit. 
Moreover, the packing companies are among the favored 
few whose fiscal years end late in the calendar year 
(October 31st) and who therefore gain nearly a year’s 
delay in the application of current heavy tax increases. 
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For the fiscal year ending next October 31st, Swift will 
continue to pay taxes on the basis of the 1941 law. 

While the industry is not noted for large profit 
margins, Swift (like its well-known trade-mark) is a 
“Premier” company, and its operations are well diversi- 
fied. Dividends have been paid since 1888 with the 
single exception of 1933. Back in 1916 when huge war 
profits were available on exports business, over $41 a 
share was paid in dividends on the old $100 par stock. 
A 25 per cent stock dividend was declared in 1918 and 
a four-for-one split-up occurred in 1929. Last year 
$1.50 was paid; this year $1.20 up to July Ist. 

The profits ceiling under the current tax bill is 
estimated at $1.35 but this limit would only be applic- 
able to the fiscal year ending October 31, 1943. Equity 
per share last November was about $43 a share. About 
$30,000,000 cash had been converted into inven- 
tories (leaving about $14,767,916). The current ratio 
remains about 6 to 7. Unless ceilings on profits and 
prices continue indefinitely, the company should be 
able to cash in handsomely on its $119,000,000 inven- 
tories in the post-war period. As the chart indicates, 
the stock has continued in a moderate uptrend for some 
years, and doubtless still holds some appeal for con- 
servative investors. 


Show Gradual Gains 


Paramount Pictures had an excellent comeback fol- 
lowing the 1935 reorganization, necessitated by over- 
expansion in the theater field during the prosperous 
1920’s. Earnings gained sharply in the past two years, 
$3.45 being reported for 1941 compared with $2.30 in 
1940 and 63 cents in 1939. Dividends have remained 
conservative; a 15 cent initial payment was made in 
1939, 45 cents in 1940 and 90 cents last year. Assum- 
ing a current rate of $1, the yield is around 7 per cent; 
and in view of the company’s strong cash position, an 
increase in the rate would not be surprising. While 
foreign income has been curtailed, the company’s opera- 
tions in the United States have been favored by in- 
creased purchasing-power, restrictions on automobile 
use, etc. For the three months ended April 4th, 94 cents 
was earned compared with 89 cents last year, despite 
increased taxes. 

For almost a year the stock has been “consolidating” 
its chart position, following the sharp advance from 
around 4 in 1940 to 16 in 1941. At current levels it 
appears to be in a buying range, since the estimated 
profits ceiling of $2.75 exceeds that of many other stocks 
selling at higher levels. 

Bohn Aluminum has been in a gradual uptrend over 
the past three years. Earnings remained stable around 
$4.50 a share during the years 1933-1937, slipped to 52 
cents in the bad year 1938, but advanced to $5.49 by 
1941. However, under the new tax law earnings may 
be limited to slightly over $2.00, or about the current 
dividend rate. 

The company, now on a war basis, is one of the largest 
producers of aluminum castings, and in 1938 entered 
the magnesium field, being thus well prepared for the 
future era of “light metals.” Bank loans of $1,200,000 
outstanding at the end of last year have: since been 
paid off, somewhat improving (Please turn to page 357) 
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Another Look At... 


AMERICAN SNUFF—GEORGE W. HELME COMPANY 


UNITED STATES TOBACCO—AMERICAN CYANAMID 


NATIONAL SUGAR 


American Snuff 


American Snuff common stock has an unusual market 
history. Back in 1929, when every equity was sup- 
posed to be wildly over-priced, it never topped 49, 
though earnings were $4.25 per share and dividends 
notably liberal. In 1935 it sold as high as 76 on earn- 
ings of $3.29 per share. In four out of the seven years 
1934-1940, it sold at 70 or above; in three years at 60 or 
above. Its usual range over that long period was well 
above its 1929 range. In fact, its range in such years 
of market depression as 1934 and 1938 was well above 
the 1929 range. 

The stock ‘is relatively inactive, usually slow in fluctu- 
ation and has normal appeal to conservative income 
investors—due to past stability in sales, profits and 
liberal dividend. For many years up to the inception 
of our war economy the regular $3 dividend, plus annual 
extras ranging from 25 to 50 cents, could be regarded 
as virtually a fixture. Thus, its appeal to income in- 
vestors was similar to the appeal of a good quality, fixed- 
income investment. That explains, of course, the high 
market prices in the 1934-1940 period of cheap interest 
rates and low prevailing return on high grade securities. 

The company’s sole business is snuff, sold mainly in 
the South; and volume varies only slightly with changes 
in general business conditions. For instance, sales in the 
active business year 1940 were only nominally higher 
than in the depressed business year 1938; and in 1941, 
despite record high economic activity in the South, as 
elsewhere, and rise in prices, sales of $8,316,157 were 
only 4.3 per cent larger than in 1938. Naturally, a com- 
pany with such static volume—more static even than 
many operating public utilities—is peculiarly vulnerable 
to war-time rise in operating costs and Federal taxes. 

For perspective, however, it should be emphasized that 
higher taxes represent the major handicap. Operating 
_profit last year, reflecting benefit of modest sales increase 
and close watch on expenses, was $1,929,000 or better 
than in 1940 or 1939 and only nominally under 1938. 
Average operating profit over the past three years was 
only nominally less than for the three years 1936-1938, 
but some 19 per cent less than in the three low-cost years 
1933-1935. 

Investment income over the past decade has varied, 
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roughly, from about $150,000 to $200,000 a year; in 
recent years averaging around $175,000. This also is 
a rather static element. Last peak in earnings was 1934 
at $4.13 per share. Each subsequent year has brought 
some decline, with exception of moderate upturns in 1936 
and 1938. It was $3.03 in 1939, $2.67 in 1940 and $2.64 
last year. It will, of course, be sharply lower this year, 
as we estimate the company’s tax exemption under the 
pending legislation at approximately $2.29 per share un- 
der the average earnings option and it has no chance of 
earning importantly more than that. Financial position 
is strong; capitalization is only 36,000 shares of $6 non- 
cumulative preferred and 434,000 shares of common; and 
the management takes its time in adjusting dividends. 
In each of the past three years dividends exceeded earn- 
ings. Present regular rate is 60 cents quarterly or $2.40 
a year and probably is not in early danger. On indicated 
regular rate, yield at current price of 32 is 7.5 per cent. 

Calculating the basic investment value of this stock 
—quite apart from the changes in general market senti- 
ment to which all stocks are subject—is difficult. It 
looks quite reasonably priced, under this year’s probable 
taxes, in relation to earnings, dividends and assumed 
post-war position. But if the war is long, allowance will 
have to be made for probable further increase in taxes 


4 





Sia LI 


a a sagan eo 


U. S. Tobacco Co. plant at Richmond, Va., where, in addition to 
Model Tobacco, the company's moist and dry snuffs are manu- 
factured. In addition, U. S$. Tobacco has two large plants for 
the manufacture of snuff at Nashville, Tenn., and Chicago, Ill. 
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next year. While appreciation possibilities seem drab 
under present conditions, we would not disturb invest- 
ment holdings at this time. 


United States Tobacco Company 


Background industrial factors and market record of 
this equity are generally similar to those outlined for 
American Snuff in preceding analysis. One significant 
difference is that this company is far from wholly de- 
pendent on sales of snuff, producing also chewing and 
smoking tobaccos. Through familiar radio programs and 
otherwise, intensive promotion of smoking tobacco 
brands has been pushed in recent years. Best known 
of these are “Model” and “Dill’s Best.” 

Sales have shown important, though hardly dynamic, 
longer term expansion. For instance, they were, roughly, 
$15.8 millions in 1934; $17.8 millions in 1937; $18.3 
millions in 1940 and $19.1 millions last year. There has 
been no proportionate increase in operating profits, but 
last year these were the best since 1936; and total income 
before taxes—always relatively stable—was pretty much 
in line with the average of the past decade. “Other 
income” usually accounts for somewhere between 10 and 
15 per cent of total income. 

The company is, of course, a tax casualty. Recent 
trend of earnings on the conrmon has been: 1939, $1.77 
per share; 1940, $1.70, not counting a non-recurring item 
which added 38 cents per share; 1941, $1.58. As we 
estimate the tax credit to be approximately $1.33 per 
share on the average earnings option, further decline in 
1942 net to near this figure must be allowed for. Finan- 
cial position is strong and dividend policy liberal, $1.50 
having been paid last year. The latest interim payment 
of 30 cents, suggests rate of $1.20 per year or within 
indicated earning power, so no reduction is likely. Long- 
er range uncertainty relates chiefly to the duration of 
the war and possible eventual further rise in taxes— 
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against which the investor can only make his own rough 
calculation as to what market value at any given time 
should properly attach to the “normal earning power” 
which presumptively could be regained, at least in sub- 
stantial measure, after the war. 

Prior to war-economy influences, over most of the 
past decade this stock also sold well above 1929 prices, 
High this year was 24, low 151% and current price 19, 
Allowing for 4-for-1 split in 1938, this year’s high equalled 
96 and low 62, against range of 10934-5514 in 1929. Thus, 
longer term holders have fared much better than the 
general market. Yield on indicated dividend is 6.3 per 
cent and probably safe at least for this year and prob- 
ably part of next. 


George W. Helme Company 


Sales, operating profit, total income before taxes and 
net income per common share of Helme have been 
remarkably stable; in fact, more so than for either of the 
two snuff companies analyzed heretofore. Investment 
income accounts for about 18 per cent of income before 
taxes. Sales last year were less than 4 per cent increased 
over 1940; Federal taxes were nearly 30 per cent greater; 
yet net per common share declined only to $5.06, as 
compared with $5.15 in 1940. 

True, there has been a long term shrinkage in earn- 
ing power—almost glacier-like. To cite some reference 
points at scattered intervals, it was $8.24 per share back 
in 1927; $7.24 in 1932; $6.82 in 1936; $5.96 in 1939; and, 
to repeat, $5.06 last year. As the figures themselves 
imply, the company has a relatively favorable average- 
earnings tax exemption, which we estimate at approxi- 
mately $4.35 per share. Assuming present outline of the 
pending tax program will become law, naturally this 
year’s net will drop further and no doubt close to the 
$4.35 tax credit. 

Financial position is very strong and capitalization 
very light, consisting of slightly less than 34,000 shares 
of $7 non-cumulative preferred and only 240,000 shares 
of common. Over most of the past decade dividend was 
$5 regular and $2 extra, the payments having exceeded 
net per share in every year since 1934. Unearned distri- 
butions were modest in 1935-1936, roughly a dollar a 
share for the years 1937-1939; and not far from two 
dollars a share over the past two years. Evidently they 
are in no hurry about cutting payments, as total of $3.75 
has been paid so far this year. 

If we can judge by the record, this company appar- 
ently would consider it the height of conservatism to 
pay out to stockholders at least all it earned, which would 
probably be close to $4.35 this year. On that basis the 
yield would be better than 8 per cent on current price of 
53, which compares with year’s high of 57 and low of 45. 
The odds, however, are that this year’s payment will be 
nearer $5. If it is to be a long war, of course, the tax 
question will arise again, but the current yield would 
seem to allow even for some of that contingency if not 
all of it. We say: Hang on to Helme. 


American Cyanamid 


Primarily a producer of fertilizers in its early years, 
American Cynanamid has developed—especially over the 
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past decade—into a manufacturer of 
virtually all types of chemicals from 
common acids to pharmaceuticals, 
from alkalis to plastics and biolog- 
icals. Almost every industry is 
served. 

Like most in the chemical indus- 
try, this company has no occasion to 
look back wistfully at the “good old 
days” of the ’20’s. More recent days 
have been much better. Present 
days are not too bad, considering 
that the Government has to have 
those high taxes. As for future days 
—well if any enterprise can have an 
expanding and profitable volume in 
the post-war world, a diversified and 
progressive chemical company ought 
to be it. 

To get down to cases, Cyanamid 
earned an average of less than $1.5 
million annually during the greater 
part of the ’20’s and the best it could 
do in 1929 was $2,328,000. By 1932 
the profits just weren’t worth talk- 
ing about, though there still were some; but by 1937 
they were up to $5,268,000 or a new peak by far, which 
was surpassed in 1939, again in 1940 with net of $6,629,- 
000, and still again last year with $6,766,000. 

The 1941 earning power can not, of course, be main- 
tained this year under the probable further increase in 
Federal income and excess profits taxes—but accurate 
forecasts are not possible. On an average earnings basis, 
the company seems to have a tax credit of around $1.20 
a share and still less under the invested capital option, 
but it is possible that complicated “growth allowance” 
might increase this somewhat. In the first quarter of 
this year net equalled 38 cents per share on combined 
“A” and “B” common shares, against 39 cents in the 
similar quarter of the preceding year. Simple projection 
of that quarterly figure would indicate net of $1.52 for 
the year, against $2.42 in 1941. The company reserved 
$4,133,000 for income and excess profits taxes in the first 
quarter. Though the basis of calculation was not stated, 
the sum was not far out of line with tax reserves in the 
third and fourth quarters of last year, and hence, pre- 
sumptively, was on the basis of existing tax rates. 

There should be, indirectly, some balm for the 
Cyanamid stockholder if the tentative provision for post- 
war refund of 14 per cent of annual excess profits taxes 
is carried in the final legislation. For the past two and 
a half years the company has been setting aside con- 
tingency reserves at the rate of $1,000,000 a year, without 
which reported earnings would have been proportionately 
larger. It may be that provision for post-war tax refunds 
will justify and permit reduction in this item in future. 

Capitalization is not too simple, as there is, roughly 
$21 millions of funded debt and serial bank loans, 1,106,- 
681 shares of 5% ($10 par value) preferred, 65,943 shares 
of Class “A” common and 2,552,421 shares of Class “B” 
each of the latter two issues being of $10 par value. 

A growing chemical company is in chronic need for 
cash for plant investment, and especially under present 
heavy war demands. Last year the company paid 60 
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Mich. proving grounds. 
backward—and stopped halfway up and halfway down on both trips. 





Demonstration of traction and power of Chevrolet's cargo body trucks at the Milford, 


Truck climbed a 60% grade concrete highway—forward and 


cents cash dividends on the common shares, plus $1.25 
in the 5% preferred stock; compared with same cash 
amount in 1940 but $1.50 in preferred stock. Quarterly 
rate is 15 cents cash and decidedly within prospective 
earning power. No doubt the policy of capitalizing a 
substantial proportion of earning power, through issu- 
ance of dividends in preferred stock, will be continued. 
This is a fair method of ploughing back earnings in 
growth of assets. Monsanto Chemical used a similar 
method for many years and with great ultimate benefit 
to shareholders through enhanced equity value. 

The Class “B” shares have persistently given a much 
better than average account of themselves in market 
performance. This year, with a high of 41%, as well as 
last year, they topped the best levels of 1936-1937. Cur- 
rent price of 33 compares with year’s low of 28°, 1936 
high of 4034 and 1932 low of 15%. In other words, 
although there certainly will not be “growth earnings” 
over the rest of the war, market action shows that 
goodly numbers of investors like this stock and are will- 
ing to stick with it. We think they probably are right. 


National Sugar Refining Company 


Sugar was a Government-regulated industry even 
before the war and now, of course, is much more so. As 
compared with the ’20’s or the early °30’s, the sales 
position of the refiners has for some years been increas- 
ingly competitive, and their handicaps were multiplied 
by the introduction of the production quota system. The 
benefits of Federal control have gone to the raw sugar 
producers. Now prices of raw sugar and wholesale and 
retail prices, as well as output of refiners, are all under 
rigid war-time control. 

Whether or not the present sugar ration is somewhat 
increased, 1942 volume of National Sugar Refinmg Com- 
pany, as well as of all other refiners, will be substantially 
less than the very high (Please turn to page 359) 
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Prerequisites of Office 


“Your remarks about increases of corporate execu- 
tives salaries—pensions for highly paid company of- 
ficers and proposed amendment of by-laws to free execu- 
tives of all responsibility are quite in order. 

“I have noted in several proxies sent to me for signa- 
ture appear the understanding that if the proxies are not 
returned in time for the meetings, the stockholder’s 
vote will be counted “yes,”; also some of the proxies 
arrive too late for the stockholder to return in time for 
the meetings;—some have arrived after the date of the 
meeting. We are reminded of the recent Bill passed 
by our congressmen to pension themselves (but luckily 
rescinded) . 

“The answering arguments of corporate managers, 
(1), (2), (3) and (4) enumerated by your good self, 
are specious and untrue,—very weak, and especially 
(3) now that we are in a great war, the men of big sal- 
aries should be willing to help our Government to the 
limit of their ability——our soldiers and sailors have 
small pay and risk their lives also in their fight for all 
of us. They should have the pensions instead of the 
rich who do not have to risk their necks. 

The small stockholders could write a lot about the 
present tendency, which seems to mean for them 
“heads you lose and tails I win. “The public be d d,’ 
etc.” 








F. A. Corry, 
Los Gatos, Cal. 


Wants Action 


“Well, what further attempts to organize stockholders 
are being made? It will not do any good just to write 
letters about it. What is necessary is action towards 
forming such an organization. Personally, I would be 
willing to contribute a certain amount in the way of 
dues to an organization to see that my interests are 
protected from the politician and excessive taxes. Let’s 
get busy and form the organization. A million mem- 
bers at a certain fee per year should be a good begin- 
ning.” 

A STOCKHOLDER IN 10 DirreRENT CoMPANIES, 
Pittsburgh, Pa. 


The Moral Obligation 


“T appreciate very much the space which you are 
devoting to “STOCKHOLDERS’ RIGHTS.” 
_ “Stockholders are a powerful influence and some day 
they are going to be fed up on “Boon-doggling” and 
when we all do start to fight together, it will be the 
beginning of the end for a lot of phoney and parasitic 
officials high up in public and corporate office. 

“Our Government is the most gigantic charitable 
institution of all time and how some people who are 
on the public payroll at a good figure, can render so 
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little service as they do and still have the crust and 
nerve to wave the flag and put on a front of American- 
ism, is more than I can understand. Congressmen even 
wanted taxpayers to work and save and pay them a 
pension for life but thanks to a lot of patriotic Ameri- 
cans, it has not been allowed. 

“In the same class are corporate officials who get 
all swelled up just because the Lord happens to bestow 
upon them a little more than average business talent. 
Not satisfied with being well paid, they want to be paid 
three or four prices and some of them even want stock- 
holders to shoulder the burden of giving them a life 
time pension. What on earth some of those people 
do with so much money, I am sure I cannot under- 
stand. I believe that a large percentage of big cor- 
poration officials are honest and fair but a few cer- 


‘tainly have strange ideas of a man’s worth. If a man 


owns all of the business, he can take all or any part 
but when others own a part of the business, he has a 
moral obligation, the same as any employee to make 
sure that he renders a service that is worth at least 
all that he takes from the others as compensation. 
“T quit being on a payroll some 18 years ago and | 
certainly would not care to be on anybody’s payroll 
again, as I can and have made money without any 
guarantee. I run my business with so much less dif- 
ficulty if I keep off the payroll. At the end of the 
year, we decide on what bonus can be paid to em- 
ployees and upon what compensation can be paid to 
me for service rendered. My stockholders, some of 
which are old employees here, can easily agree that 
this is fair and as a result we are better able to work 
together for the well being of all concerned.” 
C. W. Warnock, 
Bucyrus, Ohio. 


Managers Should Be Trustees 


“I wish to compliment you on your policy in ar 
ticles on “Upholding Stockholders’ Rights.” 

“Many stockholders like myself, who try to buy 
diversified holdings in various corporations—since We 
uphold and believe in the capitalistic form of govern 
ment, feel it is the only way in which we can become 
interested in the manufacture of products and _ vari 
ous commodities, because today no one individual can 
control enough capital to own a property outright, even 
though it might be of small size by today’s comparison. 

“Therefore, the management should consider them- 
selves a trust and manage these companies accordingly. 
Instead, they try to feather their own nests with big sal- 
aries, big retirement allowances and other advantages 
at the expense of the stockholders without realizing what 
they are doing and without realizing that they are dig: 
ging the grave of the capitalistic system. 

“T recently read Burnham’s book, “The Revolution o 
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First thing we know, after “the dura- 


Management.” 
tion,” the government will be managing all of our private 
affairs unless the managers of industry today about 
face in their policy. 

“T am not writing this for any publicity 
mend you for your courage in continuing to enlighten 


but to com- 


stockholders in the way you have. 
work!” 


Keep up the good 


An INVESTOR, 
Pasadena, Cal. 


Thumbs Down on Pensions 


“T have read with great interest your articles in regard 
to the payment of bonus and pensions to the high sal- 
aried officers of our corporations. As you say, it is unfor- 
tunate that the stockholders pay so little attention to 
the affairs of the companies they have investments in, 
and most of them simply sign and return the proxies 
without even indicating whether they are in favor of 
or opposed to the proposed amendments of the bylaws; 
I have know even very wealthy investors who have 
done that. 

“I have consistently voted against the pension plans 
proposed by the executives, as I do not believe it fair to 
give pensions to men whose income from the companies 
amounts to hundreds of thousands of dollars. They 
ought to be able to save enough to support themselves 
when their time comes to retire. The pensions should 
be restricted to employees receiving less than $10,000; 
and those receiving less than $5,000 salary should receive 
more in proportion to their salaries than those receiving 
more than $5,000. If the executives want to protect their 
future they can well afford to take out endowment 
policies at their own cost. 

“If legislation be enacted regulating the management 
of our large corporations it will be due only to the 
greed of unscrupulous executives and the apathy of the 
stockholders. 

“Another point I want to mention: why should men 
be elected to the board of directors of a company in 
which they have invested next to nothing? The South- 
ern Railway Company, for instance, nominates four men, 
two of whom hold 1 (one) share, another 5 (five) shares, 
and a fourth who holds 5 (five) shares and is the bene- 
ficial owner of 300 shares, all common shares. 

“Keep up your articles perhaps you can awaken the 
sleeping investors.” 

Ernest A. FLEIscuer, 


Beverly Hills, Cal. 
How to Do It 
“Have been reading the ‘Stockholders’ Forum’ with 


great pleasure. 
“I write to let you know I am not Just: casually 
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interested in your efforts to start a crusade for stock- 
holders but am militantly interested. 

“Many of the fine suggestions that have been made 
have long been in my thoughts but as long as I have been 
‘beaten to the punch’ in stating them I will offer what 
remains of my ideas that have not been discussed. 

“Tt seems to me that all stockholders should join the 
‘American Federation of Stockholders’ and unionize 
themselves in the same manner as the A F of L and the 
C10. We should organize, assess dues, elect a leader 
along the type of George M. Harrison of the ‘Brother- 
hood of Railroad Clerks and Station Employes.’ The 
man should be a good lawyer, modestly wealthy but no 
financial tycoon, and an aggressive leader. Local unions 
could be organized in each community and delegates 
could be sent to the annual meetings of all companies 
and use the proxy vote of members of their local union 
in conjunction with the proxy vote of members from 
other local unions throughout the land to force man- 
agement to do what they want it to and to choose the 
type of management they want to entrust the welfare 
of their company to. 

“The above roughly is my idea of what might be done 
along ‘unionization’ lines but in the event there are too 
many handicaps to this idea I have one other thought 
for improving the interests of the common stockholder. 

“T get many proxies stating that a certain number of 
directors are up for election or re-election. Often times 
half the proposed directors have no stake in the enter- 
prise whatever and the stockholder must either sign 
the proxy and vote for the proposed directors or throw 
his proxy in the waste basket. 

“Why can’t the election of officers more nearly emulate 
our public elections? 

“Tf five directorships are open, why shouldn’t a list of 
at least ten men be submitted to the stockholder, stat- 
ing the business qualifications of each, his financial stake 
in the enterprise, etc., and let the consensus of stock- 
holder opinion then elect the five men they desire to 
direct and manage the business? 

“T shall be glad to cooperate with any plan for the 
improvement of the status of the common stockholder 
which the consensus of your Stockholders’ Forum may 
indicate.” 

Maucotm L. Baker, 
Omaha, Nebr. 


For Organization 


“Complying with your request in your editorial under 
caption “The Forgotten Investor,’ the average investor 
feels that his investment in some of the large corpora- 
tions is such a small part of the capitalization, particu- 
larly large corporations with capitalization of 1,000,000 
shares or more, that any protest from him with regard 
to the exorbitant salaries (Please turn to page 361) 
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American Telephone Dividend 
Casualties 


There have been months of cas- 
ualties in the dividend payments by 
subsidiaries of the American Tele- 
phone & Telegraph Company to the 
parent company. First was New 
York Telephone with its rate reduc- 
tion last December, shortly followed 
by a cut in the Western Electric 
rate, then another cut by Western 
Electric came soon after New Eng- 
land Telephone & Telegraph re- 
duced its payments. Illinois Bell 
Telephone, Northwestern Bell Tele- 
phone, Bell Telephone of Pennsyl- 
vania and Diamond State Tele- 
phone have also reduced disburse- 
ments. On an annual basis, all of 
these reductions equal $1.45 a share 
on American Telephone stock. This 
is partly offset by some gains in 
the long distance lines income of the 
parent company. Speculative sell- 
ing follows each of the announce- 
ments of reduction in payments by 
these subsidiaries. The stock seems 
to be well bought on recessions, 
however, and rebounds easily, indi- 
cating that it may have substan- 
tially discounted an expected cut in 
its own dividend. Even at $6 a 
share, at recent prices, Telephone 
yields over 5%. 


Radio and Taxes 


A 94% tax on excess reserves 
would hit many companies with low 
earnings and low invested capital 
tax exemptions very hard. Radio 
Corporation of America, with an 
average earned income exemption 
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figured at 23 cents a share and even 
less on invested capital, on its 
nearly 14,000,000 shares of common 
stock would have to earn over 
$100,000,000 net to show 50 cents a 
share this year. That was earned 
on the common in 1941 on $27,000,- 
000 net income. From the $100,- 
000,000 would go a little over 
$6,000,000 to cover preferred divi- 
dends and the 23 cents a share ex- 
emption, and over $88,000,000 of 
the remainder would be taken for 
the excess profits tax. there 


Yet 


are long pull buyers of Radio who 
calculate the enormous civilian de- 
mand for radio sets which they 
expect after the war; also looking at 
the 14% refund of the excess profits 
tax, if that provision is in the law 
when finally passed. 


Soft Drink Stocks and the 
Heated Term 


Spells of hot weather are normal 
in July and August, and during 
them the attention of traders usu- 
ally turns to the soft drink company 
stocks. Years upon years ago, a 
scorching hot day would always see 
a flurry and sometimes a point or 
two advance in American Ice 
shares. Traders thought of a piece 
of ice and then of the stocks of that 
company. That was in the days be- 
fore electric refrigeration. In_ the 
more recent years, the soft drink 
stocks often have their strong spots 
on: hot days. Pepsi-Cola has been 
one of the favorites in this group 
and has lately shown some signs of 
its former popularity. It is not 
likely that the company this year 
will come close to the $4.93 a share 
earnings of 1941. The sugar situa- 
tion is not a handicap, as the 70% 
of last year’s use of sugar is offset 





World's largest bottling plant under one roof: Pepsi-Cola plant, Long Island City. 


N. Y. Each unit turns out 200 bottles per minute, 500 cases per hour. 
packs 4,000 cases or 16,000 six-bottle cartons per day. 
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by the permission to add 20% dex- 
trose to it. A more serious blow to 
sales is the limitation of bottle 
crowns by the bottling companies 
to 70% of last year. The earnings 
yutlook for Pepsi-Cola, neverthe- 
less, is favorable, in relation to re- 
cent prices for the stock. The 
earned income average gives an in- 
dicated exemption of $2.85 a share 
from excess profits. The final settle- 
ment of the long litigation under 
which the company is permitted to 
use the word “Cola” in its name is 
a favorable factor. 


Accrued Dividends on 
Preferred Stocks 


In the current month, Bush Ter- 
minal preferred stock will receive 
$6 a share on account of back divi- 
dends accrued on the preferred, and 
Revere Copper & Brass preferred 
will receive $33.25 in accrued divi- 
dends on August 1. Another pre- 
ferred which may be in the same 
position if recent earnings last for a 
year or so longer, is Lehigh Valley 
Coal preferred, on which $31.50 a 
share dividends have accrued. The 
1941 earnings were $7.77 a share, 
with $1.85 reported for the first 
quarter of 1942. The company is in 
an excellent cash position. A note 
issue of over $2,000,000 matures in 
1943, but it is all owned by the 
Lehigh Valley Railroad, and the 
railroad also guarantees the notes, 
principal and interest, so the coal 
company need not worry about 
them. 


What Price Gold? 


Vichy France has a book with the 
title, “Gold Is No Longer King.” 
An introduction to it by a well- 
known French economist takes ex- 
ception to the theme of the book 
and calls for an early resumption of 
the gold settlement of international 
debts. The Nazis profess to believe 
that if they win the war, gold will 
be used to fill teeth and for orna- 
ments and little else. Economists 
here believe, however, that even if 
that victory should be possible, the 
Nazis will have to use gold for in- 
ternational settlements unless they 
conquer the whole world. There is 
nothing else to take its place. An 
United Nations victory is hardly 
likely to restore gold to where it 
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A Study in Taxation 
Consolidated Edison Company of New York, Inc. 


Net Avail- Percentage of 
able for Added Taxes Paid, to 
Taxes Per Dividends Dividends to Surplus Surplus 
Taxes Common PerCom. Paid Per PerCom. Gain, Per Price Range 
Year Paid(a) Share(b) Share Com.Share Share Com. Share High Low 
1929....... $24,892,845 $2.17 $4.81 $3.25 $1.56 139% 182 801% 
NGGOE osc 28,824,177 2.51 5.06 4.00 1.06 237 136% 78% 
1931 31,490,491 2.75 4.94 4.00 94 292 10954 571% 
1932. 33,181,590 2.98 4.08 4.00 .08 3725 68%, 31% 
1933. 36,375,002 3.17 3.32 3.45 rg reer 6414 34 
1934. 40,771,625 3.55 2.18 1.75 43 826 47T¥_ 1814 
Gages ccd. 45,865,126 3.99 2.01 1.00 1.01 395 344%, 15% 
1936. 45,059,480 3.93 2.34 1.50 .84 467 48% 27% 
1937. 48,969,362 4.27 2.17 2.00 -17 2512 49% 211% 
Ls See 51,004,075 4.44 2.09 2.00 .09 4933 344%, 17 
1939... 54,320,798 4.73 2.22 2.00 -22 2150 35 27 
Ce 57,991,064 5.05 2.23 2.00 +23 2196 32% 21% 
1 Ree 62,357,098 5.43 2.00 1.80 -20 2715 23% 11% 
1942 (Est.).. 71,054,360(c) 6.19 1.90(d) 1.60(e) .30 2063 14 1134() 


af Se income account, including affiliated companies to 1938, subsidiaries since then. 


—Based on the present 11,476,527 shares of no par common stock. 


(c)—Based on actual taxes paid in 


first quarter of 1942. (d)—The actual net income reported for the twelve months ending March 31, 1942. 
(e)—Based on first half of 1942 dividends. (f)—For the year todate. 





stood before World War One, but 
it is also nearly certain that a modi- 
fied gold standard will be resumed. 
Some prophets talk of $100 an 
ounce for gold some day. A Cana- 
dian mining paper is said to have 
predicted over $200 an ounce, which 
seems dizzy but not impossible. 
These considerations and the “infla- 
tion psychology” may be reflected 
in the price of leading gold stocks in 
the course of time. Every now and 
then they have a quick flurry, then 
subside again. 


Rails and Taxes 


Railroad shares have acted well 
for some time, as a group. No mat- 
ter what one may think of their 
future after the war is over, they 
are backed by excellent earnings 
now, and there is no other group 
which has a better position under 
prospective tax laws. 


Department Store Preferred 
Stocks Droop 


Yields of 8% to 10% are common 
among the store preferred stocks. 
Rising labor costs, eighteen months 
of heavy buying by the _ public 
which is expected soon to diminish, 
price controls, and rising taxes are 
only part of the department store 
problems. There are those who are 


carefully scanning the position of 
some of these preferred stocks, how- 


ever, including Associated Dry 
Goods first preferred, Gimbel Bros. 
$6 preferred, Spiegel preferred, Al- 
lied Stores preferred, Interstate De- 
partment Stores preferred and 
others. 


Surprises on Railroad Dividends 


If the Erie Railroad had paid a 
common dividend in 1929, it might 
have caused more furore than was 
noticeable a few weeks ago when 
the first dividend on the common 
in about seventy-five years was an- 
nounced. Wabash preferred is re- 
ceiving a full year’s dividend. Other 
dividend possibilities are being 
looked for, with glances at Chi- 
cago Great Western preferred and 
Chicago & Eastern Illinois A, not to 
overlook New York Central. 


International Minerals & Chemical 
Progresses 


The reorganized International 
Agricultural Corporation, now the 
International Mineral & Chemical, 
has been developing an increasing 
business in its products, with em- 
phasis on potash and a recent start 
on magnesium production. The new 
preferred is on a $4 dividend basis. 
The accrued dividends on the old 
preferred were wiped out in the re- 
organization. For the fiscal year 
ending June 30th last, the company 

(Please turn to page 360) 




















Chrysler Corporation 


In all recent periods of strength in the stock market, 
Chrysler Corporation capital stock has been the leader, 
or one of the leaders, of the advance. It made a new 
high for the year at a time when many of the other 
important stocks were less than half way between the 
previous highs and lows and some were only a little 
above the lowest levels of 1942. It may be expected 
that the next upsurge will find this stock among the 
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strongest. The reason is to be found in the excellent 


earnings prospects for the corporation, in war or peace. 
Right now, the question uppermost in the minds of the 
Chrysler executives is not. “How are Plymouth sales?” 
but when will the next thousand tanks be ready for 
delivery, for the corporation has gone “all out” in mak- 
ing war goods. It is one of the largest producers of 
tanks, ammunition and airplane parts. For this, it has 
spent or is spending $60,000,000 for new plants, of which 
$40,000,000 represents the construction for tanks, and 
$20,000,000 for facilities to make ammunition. Another 
$6,000,000 went for facilities and tooling and equipment 
to manufacture guns, and various sums have been spent 
on enlarging existing plants of the Plymouth, Dodge, 
Chrysler and De Soto divisions for war work. This is 
as nothing, however, to the projected $120,000,000 plant 
in the Chicago district for making airplane engines, a 
plant which will exceed in cost by $45,000,000 Ford’s 
Willow Run plant. The corporation had stopped auto- 
mobile production on a large scale soon after Pearl 
Harbor and most of the first quarter of 1942 saw the 
plants gradually ceasing all motor car output and turn- 
ing to war goods. This period of conversion affected 
earnings in the first quarter this year, but the transition 
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Five High Yield Stocks 
With First Call on Earnings 


BY GEORGE GORDON 


had been completed by April and second quarter earn- 
ings are expected to be larger. In the first three months 
the net stood at $1.13 a share, which compares with 
$2.20 a share in the first quarter of 1941. There are 
indications that when the output is at full capacity the 
earnings will run at a rate near to or even above the 
excess profits tax exemption, figured at $7 a share on 
average earnings. It is not to be expected that any 
increase in the dividend rate will be seen in the current 
year. So far in 1942, two dividends of $1 each have 
been paid, which compares with $6 a share disbursed 
in 1941. After the war is over, a resumption of impor- 
tant motor car production and sales is indicated. The 
civilian population has been deprived of cars for the 
duration by war necessity, but this will mean a huge 
accumulation of orders when peace is restored. Chrysler 
has 4,351,132 shares of $5 par value, which is a modest 
capital structure for the second largest motor car maker 
in the United States. 


Holland Furnace Company 


Some of this company’s products have been some- 
what affected by priorities and restrictions on raw 
materials. Others have been aided by the war. A vast 
number of small heating units have been needed for 
defense housing and for military camps. The civilian 
population, threatened by a severe shortage of fuel oil, 
has been turning to coal and installing solid fuel warm 
air heating units and gas burners. These things have 
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kept the company busy, and it has also been making as 
many automatic coal stokers as its supplies allow. The 
W PB cut the use of iron and steel to 50% of the 1941 
consumption for warm air furnaces. Holland operated 
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througb over 500 selling agencies, selling direct to the 
consumer. These agencies are mostly in the Northern 
part of the country and East of the Mississippi, in popu- 
lous areas. Their location largely coincides with the 
areas Where the oil shortage has forced the conversion 
of heating systems to solid fuels or gas, by those who 
fear that they will not be able to get fuel oil. Holland 
Furnace started 1942 with its usual first quarter deficit, 


| with a minus figure of 28 cents a share against 25 cents 


deficit in the first quarter of 1941. In the full year of 
1941, the net was $4.65 a share. Holland Furnace had 
the best operating income in its history last year, being 


| $3,187,893 net before taxes, exceeding that of 1929 by 


—— 










nearly $300,000. In recent years, also, the company has 
heen having its best earnings record, and the highest 
level the stock ever reached, at 5234, was seen in 1937, 
with the best 1929 figure at 51. The preferred stock 
was redeemed in 1939, leaving nothing ahead of the 


‘common, which now totals 450,442 shares of $10 par 


value. The nearby dividend outlook is for a continua- 
tion of the recent rate, with two payments of 50 cents a 
share each in the first half year. The total paid in 1941 
was $2.50 a share. The tax position of the stock is good, 
for the earned income exemption from excess profits 
taxes is estimated a® nearly $3.50 a share. 


Climax Molybdenum Company 


This is another of the “all out for war” companies, 
with its production in urgent demand for use in steel. 
Molybdenum is of great value in a number of different 
steel products which are used in armament and in arms. 
This metal is used as an alloy and when it is part of the 
steel bar or plate in which it is molten, the finished steel 
has gained a great degree of resistance to heat and 
strain from what the plain steel would have. Before the 
wartime demand for this metal, the greatest users of 
molybdenum were the automobile manufacturers, and 
a large proportion of the Climax output had been ex- 
ported in recent years. This company’s mines at Climax, 
Colorado, are the largest in the world—in fact this com- 
pany is estimated to have 70 per cent of the world’s 
production of molybdenum. The 1941 production of 
this metal was 27,000,000 pounds, with reports that this 
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will be exceeded in the current year, despite the cutting 
off of former export markets. The mines are rich in 
reserves, with over 50 years’ production estimated to 
have been blocked out, and there are indications of 
other ore reserves in the company’s holdings. Climax 
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Molybdenum has been a consistent earner for many 
years, but particularly in the period used in the tax 
figures, with an average earnings exemption of over $2 
a share, on excess profits. In the first quarter of 1942, 
income stood at 81 cents a share on the 2,520,000 shares 
of no par value stock. This income had been after a 
special reserve of $1,500,000 for expected tax increase, 
yet even after this deduction, the net available for divi- 
dends exceeded the 73 cents a share reported in the 
first quarter of 1941. The dividend payments have been 
very modest this year, however, with two payments of 
30 cents each, whereas in 1941 the total dividends were 
$3.20 a share. It is to be expected, in view of the indica- 
tions of large earnings, that directors will be more liberal 
later in the year. The mining companies, also, under 
prospective taxes, are allowed a sliding scale of deduc- 
tions for depletion reserve. In war, the Climax output 
is urgently needed. In peace, the revival in automobile 
and export demand should keep earnings high for this 
company. A lawsuit which is being brought against one 
of the directors of Climax by American Metals Com- 
pany shareholders is of no concern to Climax or its 
stockholders. 


Anaconda Copper Mining Company 


A much better tone has been noted recently in the 
leading copper shares, with Anaconda among those hav- 
ing its share of investment buying. With the retirement 
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of the company’s $10,032,083 bank notes last month and 
the depositing with the trustee of funds to pay off the 
last of the company’s debentures on October 1 next, 
the 8,674,338 shares of $50 par capital stock now have 
nothing ahead of them. The company is free of all debt 
excepting current liabilities. These liabilities are far 
exceeded by the $132,000,000 current assets of which 
over $90,000,000 were cash items reported in the latest 
balance sheet. Anaconda is also “all out for war,” with 
its plants in this country working at full capacity and its 
mines turning out more metal than ever before. In 
1941, the production of the company and its foreign 
subsidiaries was 497,000 tons of copper, of which 142,000 
tons were from domestic mines and 355,000 tons foreign. 
Other metal production of the foreign and domestic 
mines in 1941 was 17,522,000 ounces of silver, 228,800 
ounces of gold, 186,000 tons of zinc, 48,000 tons of lead 
and small production of a number of lesser metals. It is 
understood that copper production has been increased 
in this country so far in (Please turn to page 360) 


351 














The Personal Service Department of Toe Macazine or Wau STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. .Confine your requests to three listed securities. 


3. No inquiry will be answered which does not ‘enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 


at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Motor Products Corp. 


Do you think well enough of Motor Prod- 
ucts Corp.’s prospects as a war goods pro- 
ducer to counsel averaging at present prices? 
(I hold 150 shares bought at 12.) Has the 
company now fully converted to war pro- 
duction? Do you consider the stock attrac- 
tive as a “war stock with peace flavor’—in 
that its re-conversion to normal production 
will be a comparatively simple matter? What 
are the near-term prospects, as to apprecia- 
tion and income?—D. W. R., Lancaster, Pa. 


For the nine months ended March 
31, 1942, Motor Products Corp.’s 
net profit was equal to $1.73 a share, 
as compared with a net loss of 
$121,299 for the nine months ended 
March 31, 1941. Normally, Motor 
Products Corp. is a manufacturer 
of various lines of automobile parts, 
including windshield frames, venti- 
lating equipment, instrument panels, 
bumper guards, decorative interior 
metal trim for bodies and various 
ornamental parts. The company 
also engages extensively in_ nickel 
and chrome plating and the appli- 
cation of imitation wood finishes to 
steel. In 1940, a line of Deepfreeze 
units for use in food preservation 
was introduced. Plants are being 
converted to armament production. 
Several months more will probably 
elapse before the transition from 
automotive parts production to war 
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work is completed, but thereafter 
operations are expected to be at 
levels which will offset the loss of 
normal business. Generally rising 
volume of war goods production 
will reach a level in the second half 
which will lift sales of the auto parts 
industry well above peace-time 
business. Motor Products Corp. 
stock has appeal not only as a war 
speculation but also for the promis- 
ing peace-time outlook, since about 
approximately two-thirds of the in- 
dustry’s machines normally used 
are being used for the production 
of armament goods. Despite occa- 
sional losses and relatively liberal 
dividends in some years, a strong 
financial position has been main- 
tained, with no funded debt out- 
standing. Moderate dividends are 
likely for the balance of the year. 
The common stock has some appeal 
as a low-priced speculation and we 
favor averaging, as the general 
market policy justifies, in conserva- 
tive amounts. 


Link-Belt 


Am I wise to continue holding 115 share 
of Link-Belt common, purchased a year ago 
at 3444? I had expected that the large vol. 
ume of war production would offset higher 
costs and taxes, and give the shares of this 
company an increasingly greater attraction, 
Yet the stock has still to penetrate a high 
of 34 this year. What is your explanation of 
this? Do you feel that the present prices are 
the best that can be expected, considering the 
tax situation?—I. R. M., Chicago, Ill. 


Link-Belt Co. is an important 
factor in the ffanufacture of heavy 
machinery. Some other products 
include iron and _ steel chains of 
every description, all types of con- 
veying machinery and a complete 
line of power transmission equip- 
ment. Link-Belt Co. also operates 
machine shops and foundries which 
supply a large portion of its re- 
quirements. Plants of the company 
are operating at capacity on pro- 
duction of materials for both in- 
direct and direct war purposes, and 
output this year will more than 
double the volume for an ordinary 
good business year. All indications 
point to large gains this year. Oper- 
ating margins should continue good, 
although the rising total of war 
goods output will probably tend to 
narrow overall ratios to some ex 
tent, and the rise in operating 
earnings will not fully offset the in- 
creased tax load. For the twelve 
months ending March 31, 1942, net 
profit was equal to $3.97 a share on 
the common, compared with $3.58 
a share for the same period in the 
preceding year. Although deficit 
operations and continued payment 
of dividends causes some drain on 
working capital in the depression 

(Please turn to page 357) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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BUSINESS ACTIVITY 
M.W.S, INDEX CONCLUSIONS 
INDUSTRY—Corporate profits after 
taxes this year, though mixed, should 
bulk larger than last year. 
TRADE—Retail store sales for May 
were 10% below last year in value, 
with durable goods down 46% and 
gid +a wn non-durables up 12%. 
0 
laigs - wa nV 
“a COMMODITIES—Prices held rela- 
res of this P 
stttediie tively steady throughout June, with 
te a high — the exception of some agricultural 
or commodities. 
prices are 
dering the — 
7 SI MONEY AND CREDIT—Quarterly 
nportant June tax period passed without 
of heavy material disturbance to the money 
products market. 
1ains of 
of con- 
complete 
1 equip- 
operates @ 
2s which ; 
-ompany 
on pro- 
= io Per — egenin activity ~ —— 
pas, fractionally since our last issue, a sharp flurr 
re than in check nice having been i hen BUSINESS CREDIT 
ordinary counteracted by a considerably greater than 
dications normal seasonal decline in paperboard pro- 
r. Oper duction, which latter is now about 20% below 
ue good, last year. Average for June was around 125.2, 
of war compared with 127.6 in May and 119.7 during 
tend to June of last year. Second quarter averaged 22 DEMAND DEPOSITS 
oma ab 126.5, against 124.2 in the first quarter and 
sperating 114.2 for the second quarter of 1941. First six 
t thee months averaged 125.8, against 111.9 in the 20 e 
au first half of 1941 and 117.7 for the second half. 
e twelve With ; ws 
1042. net ‘ithout compensation for population growth, il 
a “i this publication's index of business activity dur- 


ing June was 149% of the 1923-5 average— 
th $3.58 1.3% below May but 6.4% ahead of June last 
d in the year. Second quarter averaged 150—2°%, bet- 
1 deficit ter than the first quarter and 12% ahead of 
payment the second quarter last year. Average for the 
drain on first half was 148—13°%, over the first half of 
epression 1941 and 7% ahead of the second half. 
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So long as war expenditures continue to ex- 

















—_ pand there is no danger that the recent dip 
in business will develop into a depression. 
legram Defense-war appropriations since June, 


1941 1942 
FEDERAL RESERVE MEMBER BANKS 


1940, have already passed the $205 billion 
llect. mark; but more than $170 billion of this remains 
(Please turn to following page) 
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a —— a PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)} May 176 173 154 | Continued from page 353 | 
: INDEX OF PRODUCTION AND) to be spent. Before long, Federal, state and local 
RS ee eee | May 109 110 110 | taxes will be claiming 30% of the national in. 
BUDERLEMIII Bette cic Siew occ nctee | May 121 120 113 | come. 
} Durable Goods............... | May 132 129 118 | * * * 
1 Non-Durable Goods........... | May 111 113 110 | : 
Primary Distribution............ | May 106 109 106 In forming an estimate of the current year's 
Distribution to Consumers....... | May 84 89 107 | Profits as a whole, it should be noted that losses | 
Miscellaneous Services......... | May 116 115 102 | from converting to war work bulk large in first | 
ae ees ie ees ee ot joe ____ | =~ and second quarter reports; that Government | 
WHOLESALE PRICES (h)........ May 98.8 98.8 84.9 deficit financing through the banks, and hence 
i ee os. ae. _____| business profits, will be much heavier during the 
i COST OF LIVING (d) | second half year than in the first; that reserves 
| for taxes and contingencies were proportionatel 
‘> glameieaaaiaaladaa od = O71 84 | iasgee ta Chel Soot Nall tak ey A be 
Housing.................0e--) May 91.1 91.0 88.0 second half; that new companies, and new plants | 
Clothing. .........0...00 eee May 88.6 88.4 713.6 completed by existing companies, will contribute | 
Fuel and Light........... vee.) May 90.5 90.1 86.4 their quotas re this poly _ age 7 that 
Sundries............ ececav.t Mea 104.2 104.1 98.5 revisions in the tax law will afford relief in a 
Purchasing Value of Dollar..... .| iiey 102.8 103.0 114.4 number of special situations. Yet despite these 
eee i cin i eeepc ny Sane: _____| handicaps first quarter earnings as a whole, ac- 

NATIONAL INCOME (cm)?j....|. Apr. 8,784 8,693 7,147 cording to the Department of Commerce, were 

| Stes a actually a little better after taxes than last year, 

CASH FARM INCOME; with corporate savings, after dividends, amount- 
Farm Marketing............... Mar. 891 810 610 ing to about $500 million, virtually the same as 
Including Gov't Payments....... re 1,097 1,235 154 for the first and fourth quarters of last year. 
Prices Received by Farmers (ee)..| Apr. 150 146 110 There will be many instances, however, in which 
Prices Paid by Farmers (ee). | Apr. 151 150 194 profits will be lower; so that an investor must be 
Ratio: Prices Received to Prices unusually choosey in his investments. 

i! > Se re Apr. 99 97 85 * * * 

FACTORY EMPLOYMENT (f) _ The need for setting up heavy reserves for post- 
RR bees 159.4 141.7 434.3 | wee contingencies has been lessened by Ways 
ntl ap a M 1993 1930 118.8 and Means Committee's recent decisions to pro- 

aitieientes eins mamas sad | vide for post-war refund of 14% of excess 

FACTORY PAYROLLS (f)..... hey 199.6 186.6 146.5 | SORE Sees eee te peed tang oF see 

nas ti apeininl aac: ahs iene Malan lila _ ane "| upon replacement cost of inventories. The Com- 

RETAIL TRADE mittee also favors relief for new companies and 

Retail Store Sales $¢...........-. Apr. 4,465 4,340 4,62 | “a ph a cma ee Sy aoe 
Durable Goods (a)............ Apr. 103.5 108.4 166.2 ‘ 
Non-durable Goods (a)........| Apr. 147.7 148.9 12757 | se ss e 
Chain Store Sales (g)..........-.- | May 170 164 132 | Retail store sales in May totaled $4.44 bil- 
Retail Prices (s) as of............. | Apr. 113.4 112.5 95.5 | lion—10% below last year, with durable goods 
red ee ee | down 46% and non-durables up 12% in total 

FOREIGN TRADE | value. Department store sales in the week 
Merchandise Exportst.......... | Apr. $682 $609 $385 ended June 20 were 9% above last year, com- 
Cumulative year's totalf to...... Apr. See atin 1,370 pared with an increase of 15% for the year to 
Merchandise Importst.......... Mar. 252 239 255 date. Farm income for 1942 is estimated at $14 
Cumulative year's totalf to...... Mar. TAT ae eee, 695 billion, against $11.7 billion last year. Agricul 

; = a ————| tural employment on June Ist is estimated at 

RAILROAD EARNINGS $11.9 million—232,000 more than last year, despite 
Total Operating Revenues*®..... Apr. $572,531 540,300 375,008 local shortages of farm hands. Wholesale prices 
Total Operating Expenditures*..| Apr. 366,755 360,140 274,938 for commodities other than foods and farm prod- 
SS SS eee rr ee | Apr. 88,592 15:532 37,040 ucts, though nearly 8% above last year, have held | 
Net Rwy. Operating Income*...) Appr. 102,034 92,388 52,074 steady during the past fortnight. a, 
Operating Ratio %............ Apr. 64.06 66.66 73.32 « ‘ a 

STEEL Railroad net income in May is estimated at 
Ingot Production in tons®.......) May 7,387 7,122 7,045 $63.6 million—48% above the like month of 1941. 
Pig Iron Production in tons*®*....| Mar. 5173 4,458 4,104 Net income for five months rose to $211.5 million 
Shipments, U. S. Steel in tons*..| Appr. 1,759 1,781 1,688 —$92 million, or 76%, above the same period 

= ee SS ees ; | last year. Carloadings for the third quarter are 

GENERAL expected to top the like period of 1941 by 4.6%: 

Paperboard, new orders (st)........ Apr. 495,547 542,432 530,035 | m™eking a nine-months’ increase of 7%. Owing 10 
Machine Tool Output (millions of $)) May 107 Ck nrg heavier loadings per car, tons of freight — 
Cigarette Productiont............| May 18,455 17,380 17,858 _ this year should exceed the 1929 peak. Railroads 
Bituminous Coal Production * (tons).) May 48,430 51,530 40,010 may not be able to obtain more than 68% of 
Portland Cement Shipments * (bbls.)) May 16,349 14,774 16,048 their estimated steel requirements for this yeer- 
Commercial Failures (c)........... May 871 1,014 1,025 If so, out of 950 locomotives now building for 
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mE a 
WEEKLY INDICATORS ; 
7 ie oa oer yen PRESENT POSITION AND OUTLOOK 
K — a —————— eon SS ee 
} 
ae M. W. S. INDEX OF BUSINESS: domestic carriers only 425 could be completed 
ACTIVITY 1923-25—100...... | June 27 125.0 124.8 121.2 | this year. However, builders also have large 
——_—_—____.___+___ —__—._—.__-| oedes for overtess delivery ane. are cocean: w= 
| ELECTRIC POWER OUTPUT | capacity with other war work. O PA objects to 
d local | OS: ee ee Tee June 27 3,457 3,433 3,156 proposed 5% excise tax on freight charges as 
nal in | AVN | —_—_—______________________________|_ inflationary. Though intercity buses are now, for 
| TRANSPORTATION | the first time in history, carrying more passengers 
| Carloadings, total................ | June 27 853,441 844,913 908 604 than the rails, bus construction will soon be cur- 
, (Gs CIC eer Paces gotteeucensn orc | June 27 44,066 38,946 52,931 tailed and may eventually be prohibited to save 
tet LS er ee | June 27 166,151 164,500 170,884 steel. 
fers: D Fett Wl. css cs oo | June 27 52,352 49,970 46854 * * * 
io Be 5) | wane Miscellaneous... .| ue = ps ry — Profits of the electric power industry for the 
hence | | ie ca LOE ES ea — ; : 1%, second quarter, after heavier reserves for taxes, 
ing the | | STEEL PRICES are expected to be around 30% under the like 
eserves | Pig Iron $ per ton (m)........... June 30 93.61 23.61 03.61 period lest year against the reported decline of 
onatity | Scrap $ per ton (m).............. June 30.19.17 19.17 19.17 | omy 12% te the fest quater, | 
ue? i | Finished ¢ per Ib. (m)........ ...| June 30 2.305 9.305 2.305 - 4% 
+ plants | a et . oe eta - 
nie During the initial six months of our belligerency, | 
wry “nee battler apn d (m) Jul 9 98.0 99.0 s the automobile industry has booked $14 billion 
of ina I itt: tiie soi : ess “ i ‘ 93.5 of war orders, against — “ee billion has on 
r a delivered. Within another eight to nine months | 
1 eee PETROLEUM : production is expected to reach the annual rate 
ole, ac- Average Daily Production bbls.*..) June 27 3,719 3,721 3,847 £ $14 billi 
e, were Crude Runs to Stills Avge. bbls. * June 27 3,581 3,434 3,949 “% is ae ee 
st year, Total Gasoline Stocks bbls. *...... June 27 88,611 89,847 90,414 
amount- Fue! Oil Stocks bbIs*®............ | June 27 77,304 78,318 91,296 | Despite shortages of materials for housing | 
same as Crude—Mid-Cont. $ per bbI......) July 3 ed: Laud) TAF armament workers, war building for all purposes | 
st year. Crude—Pennsylvania $ per bb]... July 3 2:55 9:55 2.23 has reached the annual rate of $12.5 billion and | 
n which Gasoline—Refinery $ per gal ; July 3 0.117 .092 0.08 | may hit $13.5 billion by the year-end. | 
must be 
t—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated | 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. | 
for post: | (e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (f)}—1923-25—100. (h)—U. S. B. L. S. 1926—100. (j)— 
y Ways Adjusted—1929-31—100. (m)—lron Age. (n)—1926—100. (n. i. c. b.}—Nat. Ind. Conf. Bd. 1935-39—100. (p)}—Polk estimates. 
a (pc)—Per Cent of capacity. (pl)—Preliminary. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
earnings : ———— 
1e Com- 
nies and THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
s during a 
1942 Indexes \| 1942 Indexes 
: No. of | - 
4.44 bil- Issues (1925 Close—100) High Low June 27 July 4 I (Nov. 14, 1936, Cl—100) High Low June 27 July 4 
je goods 270 COMBINED AVERAGE 48.6 41.4 43.2 43.9 || 100 HIGH PRICED STOCKS... 51.96 43.20 45.72 46.58 
in “= | 100 LOW PRICED STOCKS.... 38.78 31.66 33.17 33.94 
he wee - —_——— : eee 
ar, com- 3 Agricultural Implements. . . S47 2:7 ste e200 | 3 Liquor (1932 Cl.—100) 164.7 137.5 160.3 163.6 
year to | 9 Aircraft (1927 Cl—100)... 172.6 123.8 129.2 129.0 || 8 Machinery. . Ae web 83.8 67.9 71.8 72.9 
d at $14 4 Air Lines (1934 Cl.—100) 245.0 178.4 232.2 229.5 | 2 Mail Order anes 55.4 45.2 52.4 55.4A 
Agricul- 5 Amusements.............. 32.2 27.0 31.5  32.9C | 4 Meat Packing Rape’ 46.0 30.55 30.8 30.7 
mated at 13 Automobile Accessories... 79.3 70.4 71.1 70.6 | 9 Metals, non-Ferrous .. 131.7 100.0 100.5 101.9 
r, despite 13 Automobiles........ ds 9.7 CAL 8.8 eS | Paper 3s. 14:3 9.0 9.06 &5 
e prices 3 Baking (1926 Cl.—100). 6.1 5.0 5.6 5.9 || 21 Petroleum...... wee 746 598 64.0 66.4 
rm prod- 3 Business Machines......... 101.9 81.7 100.2 99.2 || 16 Public Utilities............ 19.1 138 14.0 14.2 
have held | 2 Bus Lines (1926 Cl.—100).. 64.6 38.2 47.9 49.5 | 3 Radio (1927 Cl.—100) ; 7.8 ae 7.6 1.8A 
# GO Ghemicals. -7.0'5 o cause acs 156.3 126.3 133.9 135.0 || 7 Railroad Equipment ‘ny 37.9 286 286d 29.6 
14 Construction.............. 19.6 164 18.1 17.8 || 16 Railroads 99 17.6 7.8 8.6 
S SOmeiee...-.....6.cc--- 163.1 138.4 154.0 154.5 | 2 Realty... 19 13 #18 ‘4.7 
mated at 8 Copper & Brass........... 75.1 586 60.2 62.3 || 2 Shipbuilding ; 112.0 84.2 84.2b 86.3 
1 of 1941. 2 Dairy Products............ OTS | 95:5) iS QF || Wiech hone: c2. =: ~~ ORO SOa Saag See 
5 million 6 Department Stores......... 16.3 194 13.0 1315 | TCE Se .. 40.1 26.5 26.52 268 
1e period 6 Drugs & Toilet Articles... 43.55 37.1 37.7 39.3 || @Sulphur.................. 179.4 137.5 148.2 150.5 
jarter are 2 Finance Companies........ 132.4 99.5 120.4 124.0 | 3 Telephone & Telegraph 41.1 306 37.8 37.3 
by 4.6%: 7 Food Brands.............. 78.6 606 67.4 67.1 2 Textiles as 34.2 244 26.9 27.4 
Owing to 2 Food Stores........... .. M37 322 364 363 || 3 Tires & Rubber cusses 185° 7 ORE Oia 
ht moved AU RURIIEON@s 20s siotleeie cs 2.2 QO “O38. 2G 27:9 4 Tobacco... See 55.3 40.7 484 ‘509 
Railroads 2 Gold Mining............ 455.9 315.4 396.3 383.7 | 2 Variety Stores...... . 187.2 147.7 168.3 165.9 
1 68% of 6 Investment Trusts. ......... 16.5 13.8 15.1 15.2 t 19Unclassified (1941 Cl—100) 109.9 90.8 93.9 98.7 
this year. --- — 
ilding for | New HIGHS since: A—1941; C-—-1939. New LOWS since: a—1941: b—1940; c—-1939; d—1938. 
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Uncertainty over agricultural legislation continued to be 
reflected in the grain market during the past fortnight. 
Wheat prices for June were moderately below the prices 
of the previous month. This is the result of plentiful supplies 
of "free wheat," promising crop prospects, and crowded 
storage facilities. On the other hand, domestic prices, as 
the result of the price-supporting plan of our loan program, 
remains relatively high. While the 1942 supply will be the 
largest in the country's history, much of it will be held off 
the market. This reduction in "free wheat" available for 
the market, may be expected to result in advancing prices 


Trend of Commodities 


later in the year. Easiness in wheat has also been respon. 
sible for a lower range of corn prices. As a whole the grain 
market is in a formative stage with no definite trend as yet 
indicated in the daily fluctuation of prices. Cotton prices 
on June 8 touched the lowest levels since in early January, 
but afterwards developed considerable strength as the 
prospective duration of the war seemed lengthened by 
unfavorable war news. The cotton market has been adverse. 
ly affected by price control sentiment, favorable crop pros- 
pects, the Executive Order to permit duty-free importation 
of war materials purchased abroad, and light mill buying, 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 


June 19 June 26 


28 Basic Commodities ......... 166.6 167.1 
Import Commodities ........... 163.0 163.0 
Domestic Commodities ........ 168.9 169.8 


June 19 June 26 


Domestic Agricultural ......... 179.8 178.9 
aS EMME cia 68 cove 054 0.06: 'o erariekole 185.1 184.5 
RW TMEINBIUNONN 656.65 )6'0isic'eivnesarws 153.7 155.0 





Commodity Briefs_ 








Copper. Both crude production and output by the 
copper refineries reached the highest levels in the his- 
tory of the industry during the past five months of this 
year. Deliveries of domestic and foreign refined cop- 
per to customers in May also underwent a big increase. 
On the other the crucial figure of refined stocks on hand, 
and on consignment declined, amounting in May to 
77,388 tons, a decrease of 6,406 tons. 


Rubber. Scrap rubber campaign, because of early 
unfavorable results has been extended to July 10, in an 
effort to build up the nation's scrap heap to the highest 
proportions. Rubber supply continues to remain one of 
the most crucial and critical war problems facing the 
nation. Its solution through the aid of synthetic produc- 
tion continues in the realm of a vague, undefined pos- 
sibility. 

Zinc. The significant part that high grade zinc is 
playing in the manufacture of munitions and other mili- 
tary items is reflected in the continued high demand 


for this commodity. Consumer demands have recently 
exceeded supplies coming on the market, and although 
producers’ stocks gained 26 per cent in 1941, the larger 
inventories of the metal in consumers’ hands have now 
declined about || per cent. 

Fats and Oils. Slackening of demand, the first sign 
of weakness in several months was noted in May and 
early June in wholesale markets. With maximum whole- 
sale and retail prices now in effect there is little incen- 
tive for dealers and consumers to maintain inventories. 
But with consumer. purchasing power expected to rise 
still further during the year, a high rate of retail con- 
sumption for products manufactured from these com- 
modities is in prospect. 

Butter. Production continues to decline, in the face 
of increasing milk production. April production was 8 
per cent smaller than a year earlier. After rising from 
36 to 39 cents per pound during April prices of 92- 
score butter at Chicago declined to 36 cents June 6. 
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(Continued from page 352) 


period, finances have been well 
maintained. Funds were ample at 
the end of the first quarter of this 
year. Company has no funded debt 
outstanding. Dividends are ex- 
pected to be maintained this year. 
Link-Belt common has been selling 
at low levels along with other stocks, 
due to the threat of higher taxes 
and the uncertainties in the trend 
of the war. High operating rate 
schedule gives the common stock 
considerable attraction and_ higher 
prices are looked for after the tax 
situation is clarified and war news 
is more favorable. 





Leaders and Laggards in the 
Stock Market 





(Continued from page 342) 


the weak current position. At 
the current price, about 20 per cent 
below the best levels of 1940-41, 
the stock would appear to be in a 
buying zone. 

Freeport Sulphur advanced sharp- 
ly from below 20 to 36 in Septem- 
ber, 1939, and since that date has 
been solidifying this gain. Earn- 
ings were near the $4 level last 
year, but in the first quarter this 
year dropped to 69 cents compared 
with 87 cents in 1941; and the low 
earnings ceiling under the House 
tax bill, figured at slightly under $1, 


isa discouraging factor. However, 
the cash position remains very 


strong and with the current ratio of 
about 5 to 1, the company could 
easily draw on surplus to maintain 
the $2 dividend rate for several 
years if necessary. 

Sulphur is an important war com- 
modity, but lack of shipping may 
handicap the Cuban-American Man- 
ganese subsidiary, though this metal 
is important to the war effort. Free- 
port is also experimenting with re- 
covery of nickel from low grade 
Cuban ores, and WPB has approved 
4 $20,000,000 Federal plant, the 
company retaining a post-war pur- 
chase option. While the low profits 
telling is a current handicap, the 
ability of the sulphur industry, 
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NATIONAL BANK 
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Statement of Condition 
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CasH AND DvuE FRoM Banks . 
U. S. GovERNMENT OBLIGATIONS, DIRECT 


STATE AND MunlicIPpAL SECURITIES . 
Stock OF FEDERAL RESERVE BANK. 


Loans, Discounts AND BANKERS’ 


Customers’ AccEPTANCE LIABILITY. 


LIABILITIES 


$100,270,000.00 
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40,799,654.82 
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- $1,137,399,126.83 


1,573,405,156.66 
86,783,596.12 
6,016,200.00 
177,852,501.75 


822,753,458.11 
37,250,709.41 
6,878,110.34 
8,043,652.52 
4,041,384.63 
9,039,843.76 


$3,869,463,740.1 
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$3,869,463,740.13 
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combined with promising diversifica- 
tion in other fields provided by an 
energetic management, gives the 
stock attractive post-war prospects. 

We now turn to the “downtrend” 
or laggard group. Commercial In- 


vestment Trust remains near its 
high for the year, due to renewed 
investment buying following the dip 
to 19 late last year. However, un- 
less the war comes to an early end, 
the stock seems likely to resume the 
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slow downtrend of the past three or 
four years. The company is “living 
on its fat,” since installment sales 
of automobiles and household appli- 
ances, which constitute the greater 
part of its business, are now rapidly 
disappearing (some business in tex- 
tile equipment and factoring, mis- 
cellaneous machinery, etc., remains) . 
At the end of 1941 the company had 
cash assets of about $70,000,000 and 
receivables of $586,000,000 compared 
with debts of about $512,000,000. 
Thus the “liquidating” value of this 
stock might be figured in the neigh- 
borhood of $29 a share, plus some 
miscellaneous During the 
post-war era, with Government re- 
strictions lifted, the company should 
again flourish; for the present, how- 
ever, it seems to lack market appeal. 

Coca-Cola is a former “blue chip” 
with a remarkable growth record 
since the business was founded in 
1886. Aided by aggressive advertis- 
ing and a simple set-up, profits 
gained steadily during 1923-1929, 
suffered only a moderate set-back 
in the depression, and again gained 
sharply during 1934-1939. The com- 
mon stock advanced from 18 in 1919 
to 180 in 1928, and was split 4-for-1. 


assets. 
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The new stock repeated the ten-fold 
gain, advancing from 17 in 1932 to 
170 in 1937. That was the high- 
water mark, however. While earn- 
ings held around the $6.80 level dur- 
ing the three years 1939-1941, the 
company began to encounter in- 
creasing competition, and more 
recently wartime shortage of sugar. 
The stock has continued in a slow 
downtrend for the past five years, 
the decline being accentuated in 
the early months of 1942, after 
which it recovered about 20 points 
(from 561% to 77), with some cur- 
rent easing off. 

While the stock may still be pop- 
ular with the older Wall Street gen- 
eration, in recent years Pepsi-Cola 
had superseded it with small trad- 
ers. The recent rebound was doubt- 
less due to an oversold condition 
as well as the usual hot-weather 
trading interest. The first quarter 
report showed only $1.05 compared 
with $1.49 in the previous year. 
The estimated tax exemption, 
around $4.50, would seem about in 
line with current earnings. Unless 
the sugar situation improves, re- 
sumption of the downtrend might 
seem in order following the recent 
upswing. 

Public Service of New Jersey, 
as the accompanying chart indi- 
cates, has been in a sharp down- 
trend for over two years, dropping 
from 431% in the Spring of 1940 to 
914 recently. While most utility 
stocks have recovered moderately 
from this year’s lows, Public Ser- 
vice is currently within a fraction 
of its low. The large “leverage” of 
the common stock has accentuated 
the effects of the heavy increase in 
Federal taxes. Per common share 
‘sarnings dropped steadily from 
$2.88 in 1939 to $1.18 for the 12 
months ended May 30th. LEarn- 
ings for the month of May were 
less than 1 cent a share compared 
with 26 cents last year. The price 
earnings ratio has declined along 
with earnings, resulting in double 
pressure on price. 

Has the stock now discounted the 
The company paid excess 
profits taxes last year and seems 
vulnerable to the proposed 94 per 
cent tax. The decrease in the ex- 
emption rates may also severely af- 
fact a system of this size—total sys- 
tem assets are over $700.000,000. 
While a small refunding operation 
was recently effected, the interest 


worst? 


saving was relatively small, and a 
large portion of system capitaliza- 
tion, with high coupon and dividend 
rates, is non-callable. 

The company’s cash position re- 
mains strong and the stock may be 
cheap “for the pull” but the im- 
mediate outlook for recovery does 
not seem encouraging. A shift into 
Public Service of Indiana, active 


over-counter issue around 10%, 
might be advantageous. This 


stock, which enjoys a favorable tax 
position, is earning about $2 and 
pays $1. The company was recap- 
italized under SEC auspices last 
year and presents a clean financial 
picture, with good prospects for 
both war-time and post-war pros- 
pects. 

Bethlehem Steel almost  dou- 
bled in price in September 1939, 
when speculators recalled its ad- 
vance to 700 in the first World War. 
After touching a peak of 100, it has 
remained in a declining trend for 
the past three years, bringing it 
down to the pre-war level. Factors 
in the 1942 drop have been the poor 
first quarter earnings ($1.51 ys. 
$2.95) and the low excess profits 
exemption, which would _ probably 
not exceed $5, and on some methods 
of figuring might be around $2.75. 
The prospective boost in steel wages, 
favored by the War Labor Board, is 
another discouraging factor. While 
the steel group is traditionally the 
last to turn in a bear market, and 
this factor should be given due 
weight in appraising the outlook, 
nevertheless potential buyers of 
Bethlehem might await further 
consolidation around current levels 
before making aggressive purchases. 
A switch to U. S. Steel, with its 
more liberal profits ceiling and bet- 
ter market sponsorship, might well 
be considered. 
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Varying Effects of New 
Taxes on Common Stocks 





(Continued from page 335) 


reflection in the relative market per- 
formance of the two stocks. If, on 
the other hand, there is a marked 
difference in the ratio figures on a 
company such as Borg-Warner and 
Bendix Aviation, for example, or on 
American Can and _ Continental 
Can, then, other things being equal, 
the market position would seem to 
favor that stock with the lowest 
ratio at any given time. 





Another Look At... 
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volume of last vear. On the other 
hand, Federal taxes will be sharply 
higher. Earnings are therefore cer- 
tain to be well under last year’s 
$2.51 per share. We estimate the 
company’s tax credit at $1.37 per 
share under the invested capital 
option. On the basis of last year’s 
far-above-average results in sugar re- 
fining, recent absorption of the Penn- 
sylvania Sugar Company would add 
about 35 per cent to National’s earn- 
ing power. But last year’s results 
were exceptional. 


Recently the company got a 
Treasury tax refund of $1,500,000 
gross, equal on a net basis to some- 
where between $1.75 and $1.93 per 
share. This, as well as 1941 earn- 
ings, will be used to bolster working 
capital. Dividends—suspended after 
$1 payment in 1939—are not in near- 
term prospect. The rebound in earn- 
ings last year followed three years of 
deficit operations. Underlying earn- 
ings trend and price trend of the 
stock have been broadly downward 
since 1929. Low of recent years was 
644 in 1940, comparing with a low 
of 10 in 1932. Despite 1941 earn- 
ings recovery, range of the stock for 
that year was 107-734; and range 
this year has been 11-714. Current 
price is 9. Nearby appreciation po- 
tential seems limited, but the stock 
no doubt could attain higher prices 
if and when given the aid of a gen- 
erally strong market. 


JULY 11, 1942 












Margin... 











is defined by Webster as “. .. An amount which 
is allowed to meet conditions that cannot be 
foreseen.” 


MARGIN, at Gulf, is a first principle and prime 
policy. By it we make our products and gear up 
our service to a standard 
higher than is required 
under normal conditions. 
Through it we insure for 
our customers “‘plus’’ pro- 
tection against conditions 


which cannot be foreseen. 
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KINGS COUNTY TRUST COMPANY ——— 


Borough of BROOKLYN 342, 344 and 346 FULTON STREET 
Statement at the close of business June 30, 1942 
CAPITAL. .$500,000.00 SURPLUS. .$6,500,000.00 UNDIVIDED PROFITS. . $314,000.00 


RESOURCES LIABILITIES 
Cam Gp TRaMah, . é.6 26:00 <4 $4,445,709.98 Ci err , $500,000.00 
Cast) Ip TMEB . onn< cine ee ce 16,684,497.63 : . 
U. §. Government Bonds... .. 20:760,510.96 “CPIMD ...-.->-0-+5--: 6.500.000.00 
N. Y. State & City Bonds.... 5,996,781.30 Undivided Profits ....... = 314,041.73 
a 1 RAs eee 0. ane ae Due Depositors ......... 54,901,764.34 
Lo SR rere eer 848,681.08 hy *s ‘ 
Bonds and Mortgages....... 1,562,796.44 : he cks Ce rtified Paiste te 29,474.56 
Loans on Collateral Demand Unearned Discount ....... , 4,394.44 
gE yc ee eer ee eer 1,217,767.05 Reserves for Taxes, Expenses 
Bilis Purehnased .. 2.6.25 20s: 1,206 ,286.37 : and “Contingencies . fe 3 1,154,290.63 
Meal Bette ©. oo6 cc ce sees 1,2°70,263.61 ficial C $e fe PERG: Sep 
Riis Rta ee 40116341 Official Checks Outstanding 37,300.27 
$63,441,265.97 $63,441,265.97 


Our main office is our only office and makes available to its depositors every facil- 
ity and accommodation known to modern banking. Make it your banking home. 
Member Federal Deposit Insurance Corporation. 




































































Five High Yield Stocks with 
First Call on Earnings 





(Continued from page 351) 


1942, with a great shortage of the 
metal to meet the enormous war 
output demands. Anaconda has been 
extending its acquisition of other 
metal producers, acquiring over 500,- 
000 shares of Park Utah Consoli- 
dated Mines. It has also branched 
out into several new lines of work, 
including manganese production at 
Anaconda, Mont., and it has a large 
chrome plant. Its refining and 
smelting plants, located in many 
sections, have been working at ca- 
pacity. Its manufacturing subsidi- 
ary, the American Brass Company, 
is working at the highest rate in its 
history. No problem of converting 
from one kind of work to another 
confronted the company with the 
advent of war, and the income be- 
fore taxes in the first quarter of 1942 
exceeded that of the year before, but 
taxes took nearly $2,500,000 more of 
the earnings in the first quarter of 
1942 than the same period last year, 
with the result that net available for 
dividends fell a little below 1941. In 
the first quarter of 1942, this was 
$1.15 a share against $1.34 in the 
first three months of 1941. Divi- 
dends in the first half of 1942 were 
two payments of 50 cents each, 
which compares with a total of $2.50 
a share paid in 1941. This company 
is in a better position, on excess 
profits taxes, to use the nearly $2 a 
share estimated as its invested capi- 
tal exemption, than the $1.50 a share 
average earnings figure. With the 
ending of the war, copper is going to 
be needed in a vast number of civil- 
ian activities, and the rest of the 
world will also be in need of huge 
amounts of metal for reconstruction. 


Briggs Manufacturing Company 


Briggs also has given its all to 
turning out war goods, and is com- 
pletely occupied with the making 
of arms. All of the facilities which 
were formerly given over to the 
making of bodies and accessories 
for automobiles have been turned 
to making parts for aircraft and 
tanks. Among the special products 
for war are turrets for airplanes, 
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and wing and fuselage parts. The 
period of transition had a tempo- 
rary effect on the earnings of the 
company, for the net income in the 
first quarter of 1942 had been only 
47 cents a share, as compared with 
92 cents a share in the first quarter 
of 1941. The first quarter in past 
years had been the time of active 


production of motor cars in prep-' 


aration for the spring sales season, 
and Briggs had been called on to 
turn out car bodies as fast as pos- 
sible. Its principal customer had 
been the Chrysler Corporation. 
With Chrysler interested in tanks 
and ammunition, Briggs had _ to 
stop its body production early this 
year and turn to this new demand 
for the sinews of war. By early in 
the second quarter, the conversion 
of plants to the new work had been 
nearly completed, and larger income 
for Briggs in the second quarter, 
and still more in the current period, 
seemed assured. Briggs has 1,947,- 
700 shares of no par value stock. 
On it, two dividends of 50 cents a 
share each have been paid in the 
first half of this year, which com- 
pares with $2.25 a share total dis- 
bursements in 1941. It is believed 
that the quarterly rate can be con- 
tinued for the rest of this year, for 
the earnings are indicated to have 
been much more in the second 
quarter than the first, and it is 
thought possible that the full year’s 
income will be not far under the 
$2.83 per share reported in 1941. 
On the average earnings exemption 
from excess profits taxes, a liberal 
dividend policy is possible, for this 
figure of exemption is estimated at 
about $2 per share. When the war 
is ended, Briggs bodies in Chrysler 
and other cars should again be in 
large numbers and bring the com- 
pany good earnings. 





For Profit and Income 
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is expected to report earnings in 
excess of $1.25 a share on the com- 
mon stock. The preferred sells to 
give a high yield, and there are 
possibilities for a dividend on the 
common. 
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As I See It! 
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yet seen are an early probability, 

We need to make our main of- 
fensive in the Pacific against Japan. 
Here, too, 10,000 planes concentrated 
on Japan, taking off from the Aleu- 
tians, would turn the war in our 
favor. By striking at the heart of 
Japan we would loosen the grip of her 
tentacles reaching out in the Pacific. 

We must take the risk. We have 
little to lose and everything to gain 
by courageous and audacious action. 
If we wait much longer we will find 
Japan has solved the problem of 
the scorched eartn—that shortly the 
oil wells will be flowing freely, rubber 
and rice and all other products mov- 
ing to and fro in an orderly fashion 
through the China Seas. While if 
the Germans win in Russia and the 
Middle East they will have access to 
everything they need and the war 
will be prolonged many years. 


We must remember that this is 
the Nazi’s last big drive and they are 
putting everything they’ve got into 
it; that if ever there was a time for 
us to gamble that time is now. The 
Nazis have won almost every gamble 
they have taken. Rommel, too, has 
been pushing ahead despite the dan- 
gers of long supply lines, his men ex- 
hausted by fighting under the condi- 
tions of terrific heat, and despite the 
fact, that he is not (as I understand) 
equipped with large enough forces 
to conquer the Middle East. Japan, 
too, took terrific risks. If she had 
failed at Hawaii, Wake would not 
have fallen and we might have been 
in a position to continue to supply 
the Philippines and put up a fight 
so that Japan’s dreams of conquest 
of the Pacific would have died aborn- 
ing. 

We have got to win this war. There 
are no two ways about it. While 
we are not a warlike nation we are 
an adventurous people with the im- 
agination and the grit and the re- 
sourcefulness and the fighting quali- 
ties that should enable us to win. 
To such a people there is always a 
way out. The word “defeat” is not 
in our dictionary. Luck is with us. 
Let’s help it along by fighting with 
everything we have. 
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Stockholders’ Forum 





(Continued from page 347) 


and bonuses would go unheeded. 

“Therefore; “What’s the use”? In- 
dustries of all kinds have their as- 
sociations for protective purposes 
and I assume that stockholders rep- 
resenting the investment public 
represent the largest percentage of 
the financial structure of these cor- 
porations. 

“T therefore suggest that an or- 
ganization be formed for the pro- 
tection of the stockholders in all 
companies, for example ‘Stockhold- 
ers Association Inc.’ employ a com- 
petent executive secretary, due one 
or two dollars per year and any per- 
son holding listed stocks of any kind 
be eligible to join.” 

An INvEsTOR, 
Cincinnati, Ohio. 





Why I Believe Private Enter- 
prise Will Survive 





(Continued from page 322) 


private enterprise. There was a 
time when the automatic func- 
tioning of the international gold 
standard could push the people of 
this country—or other countries— 
into economic depression or facili- 
tate a speculative boom. Who could 
dream of accepting such a state of 
affairs today? While there is a vast 
difference in degree of effectiveness, 
is there a difference in principle be- 
tween the establishment of the Fed- 
eral Reserve banking system some 
thirty years ago and the elaborate 
monetary-credit controls of 1942? I 
think not. 

And take the problem of maintain- 
ing an adequate level of employ- 
ment. To say that private enter- 
prise can be—or should properly be 
—expected to assume the full re- 
sponsibility is ridiculous. At our ad- 
vanced level of civilization there are 
normally a great many millions of 
gainfully occupied people who never 
have been—and never will be—on 
the payrolls of private industry. 
Curiously, we accept the fact that, 
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Condensed Statement of Condition as of June 30, 1942 
(In Dollars) 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers............... $ 935,698,027 
United States Government Obligations (Direct or Fully 

CetRIEOUED hk ga A he ee ee line nee 1,277,330,145 
Obligations of Other Federal Agencies................. 37,250,496 
State and Municipal Securities... . . 2... 26.02. cc ececaes 159,411,837 
Clee NRO Relaxer lnk dole a tS oft ec PORE 61,514,529 
Loans, Discounts and Bankers’ Acceptances........... 595,152,147 
Real Estate Loans and Securities. .........0.......002- 5,720,191 
Customers’ Liability for Acceptances.................. 5,018,247 
Stock in Federal Reserve Bank....................006 4,650,000 
Ownership of International Banking Corporation. ...... 7,000,000 
NGAI RCINUOOR 55% aceon a Ua ek oe ale oad meee Beene 38,805,636 


OGG ea mr MROREO o.oo ces er babe ak vende suerte 1,500 





CREING Ee ABI 6 oo ae rascal ace idl hae ae oa aa ee 711,037 
ORME. Ceo ue os ore a eaa dake aa ee $3,128,263,792 
LIABILITIES 
NANO 5 cae seat a ten i ava eee a) ata where ee eae $2,917,113,053 
Liability on Acceptances and Bills........ $11,971,019 
Less: Own Acceptances in Portfolio... .. 5,639,403 6,331,616 
Items in Transit with Branchee. ..... . . 2.22% ccc ees 14,852,967 
Reserves for: 
Unearned Discount and Other Unearned Income...... 3,054,820 
Interest, Taxes, Other Accrued Expenses, etc. ....... 8,779,621 
WRG NIRENEN 5 ose. eo a oe rn ee ee ee ee 3,100,000 
MRR IEA oon Shs e VaR ceca ke ie RU Sy RS $77,500,000 
INTRO sha ceca ces US charred aera clear one ee 77,500,000 
Wincavicled? PROG... o5s 6k.c ta claccwcnee en 20,031,715 175,031,715 





fT NEE eer ne reer tein rect meats to $3,128,263,792 





Figures of Foreign Branches are as of June 25, 1942, except Chinese and Japanese branches 
which are as of November 25, 1941, and the Philippine branch as of December 23, 1941. 


$226,018,533 of United States Government Obligations and $14,784,384 of other assets 
are deposited to secure $190,495,239 of Public and Trust Deposits and for other purposes 
required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 



























due to the mechanization of agricul- 
ture, a much reduced number of 
farmers—in ratio to the population 
—can produce enough food for all of 
us. But we are unwilling to acknowl- 
edge a similar trend in industry. Im- 
proved machines and methods give 
us more and more output per fac- 
tory worker and will continue to do 
so. Is it not inevitable that in pedce- 
time an increasing ratio of the em- 
ployment seekers must find gainful 
occupation outside of capitalist en- 
terprise? What’s the matter with 
that—if it be conceded that there 
are many useful services they can 


perform for the community, and that 
an adequate volume of material 
goods for all can be had from the re- 
duced ratios of people in the farm- 
ing, manufacturing and distributive 
occupations? 

What about the debt? If the war 
lasts two or three years more, it 
certainly will reach at least $200,- 
000,000,000. It may be more. No- 
body knows. And—mark this— 
nobody really knows just how much 
Federal debt is supportable in this 
country without either repudiation 
or disastrous inflation. The nearest 
example that could have any mean- 
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ing to us is that of England. Twice 
in the last century and a half, as I 
have previously, pointed out in an 
article in this publication, she had 
a debt equivalent to double her na- 
tional income—and “got away with 
it.” At the indicated level of our 
1942. national income, that would 
be equivalent to debt of about $225,- 
000,000,000. It is an historical fact 
that “orthodox” economists have al- 
ways and very greatly underesti- 
mated national debt-carrying ca- 
pacity. Of course, they may be right 
in their fears this time. If so, it 
will be the first time. 

Some of my conservative friends 
and some readers of this magazine 
accuse me reproachfully with hav- 
ing changed my mind, pointing out 
that in the early years of the New 
Deal I was highly critical of fiscal 
policy. I cheerfully admit it. I 
have changed my mind in important 
degree—although I know that New 
Deal monetary administration is not 
without some aspects of indefensible 
waste and political pap. My formal 
education in economies was old 
school stuff, which I now know be- 
longed to the horse-and-buggy age. 
Most of my working career has been 
spent in an atmosphere hostile to in- 
novation of any kind, especially in 
financial concepts. But I am far 
from alone in this gradual evolution 
from a con point of view to pro and 
con. The “Old Guard” of finance, 
as of politics, is a dwindling minority. 

Passing up many considerations 
that would require lengthy discus- 
sion and much space, I believe in 
general that we must open our eyes 
and raise our sights as regards the 
beneficial potentialities in monetary- 
credit innovation. It is an undeni- 
able fact that for generations money 
was the boss and ruler of economic 
activity in the sense that production 
and distribution were forced to ac- 
commodate themselves to a mone- 
tary system of insufficient flexibility. 
I don’t pretend to be a monetary ex- 
pert, but in a nation of intelligent 
human beings I think it ought to be 
possible to devise quite workable 
methods through which money will 
become the servant, rather than the 
master, of our productive potentials 
—through which money, like a rail- 
road car, carries the freight, serves 
as an essential measure of its value, 
and does not set inflexible limits on 
production. 
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You are seeing the cooperative ac- 
tion of government and private en- 
terprise result in a production far 
above what we formerly thought 
possible. You see what can be done 
with adequate resources of labor, 
materials, machines and _ technical 
knowledge—if monetary limits do 
not prevent it. I think no one will 
ever be able to offer the American 
people, or any other people, a con- 
vincing answer to the following sim- 
ple question: 

“Tf it is possible to do this in war- 
time, why is it not also possible to 
discover practical, workable means 
of doing it in peace-time?” 

I have faith that it can and will 
be done. If you say no, ask yourself 
how many other seemingly impos- 
sible things you have seen come 
about in your lifetime—including the 
“impossible and fantastic” aircraft 
production program that the Presi- 
dent called for and which is now 
being fulfilled. 

Finally, I know that post-war cor- 
porate and personal taxes are going 
to be much higher than formerly— 
but much lower than in the war pe- 
riod; and I think there is likelihood 
that corporate taxes and individual 
taxes may stabilize not far from 
those effective as this is written. I 
know we will have Federal deficit 
spending, no matter who may be in 
the White House, for at least several 
vears after peace—but I also know 
it will be far less than now. I know 
we will have much government reg- 
ulation of industry and finance when 
the war ends—but much less exten- 
sive and intensive than now. I know 
that the rich and the middle classes 
will find it more difficult than for- 
merly to accumulate savings—but | 
think it’s a good bet that their fears 
of being “pauperized” or “pro- 
letarianized” will prove to have 
been very greatly exaggerated. 

The underlying trend of business 
profit margins—that is, profit per 
unit of production—is downward. 
It should be, in an efficient, competi- 
tive economy. The _ traditional 
philosophy of the automobile indus- 
try and the great chain store mer- 
chants is the only philosophy that 
will permit capitalist production to 
function to the satisfaction of our 
people. It’s the low price, low unit 
margin, mass volume philosophy. I 
think the sheer economics of the 
post-war—plus government policy— 








will probably result in the most com- 
petitive and most abundant produc- 
tion in our entire history. If it 
does, you very likely will discover 
that the net income of efficient, pro- 
gressive business enterprises will be 
far larger than you now imagine. 

Is it visionary to say that in the 
post-war years it ought not to be im- 
possible to develop a national in- 
come of at least $125,000,000,000 in 
terms of present price levels? 

If so, suppose—just to do some 
tentative thinking out loud—that 
the Federal and other governmental 
budgets of the country may require 
from, say, $30,000,000,000 to $40,- 
000,000,000 a year. That would 
leave from $85,000,000,000 to $95,- 
000,000,000 a year for consumer 
spending and private savings-invest- 
ment—or more than ever before. 

I am bullish on America and on 
private enterprise. I believe we will 
have both more socialization and 
more capitalist business activity. 





The Unique Investment Merit 
of Series "F" and "G" 
War Bonds 





(Continued from page 327) 


great safety of savings bank assets 
to state that on the whole they are 
not as riskless as direct government 
obligations; in fact, the 34% billions 
of Governments which the savings 
institutions own surely constitute 
the “cream” of their holdings. 

The F and G Bonds—particu- 
larly now that their purchaseable 
limit is being raised to $100,000— 
are considerably helping some 
shrewdly-managed income tax-free 
institutions in their struggle to in- 
crease investment income. For they 
can be used to replace existing hold- 
ings of lower yielding tax exempt 
issues whose tax exemption is of no 
use. 

If these and other advantages are 
appreciated it will be fully realized 
that in no sense does War Bond buy- 
ing constitute “giving”; on the con- 
trary, Uncle Sam with his F and G’s 
is favoring the Economic Royalist 
—large and small—with his most 
generous appeasement in a decade. 
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be advised what and when to buy... 


for income and price appreciation. 


Our New Trend Indicator 
Forecasts “Buy on Recessions” 


On recessions, selected securities are still in an 
important buying area as indicated by our New 
Intermediate Trend Indicator. 


In actual operation for two months ... you have 
the assurance of knowing that our definite recom- 
mendations are now coordinated with this war- 
market-timing-barometer . . . tested through 
almost three years of intensive laboratory work 
during which major turning points and move- 
ments would have been forecast as follows: 









Act NOW to Capitalize On 
Current Market Situation... 


[TH the market showing impressive underlying strength . . . with prices of 
sound, profit-making companies in a sub-normal buying area . . . excep- 
tional opportunities exist for liberal dividends p/us capital growth. 


Now, while purchases may be made at depressed prices, you can take an advanta- 
geous position for the better markets ahead. As a Forecast subscriber, you will 
and when to sell. 


By enrolling promptly, therefore, you will participate in our current selections 


Forecast Service Geared 
to Today's War Markets 


For Short Term Moves: Through our Trad- 
ing Advices, Bargain Indicator and Unusual Op- 
portunities . . . we will advise you what and 
when to buy and when to sell .. . to take advan- 
tage of intermediate swings. If you desire, these 
recommendations will be telegraphed . . . to reach 
you quickly after being decided upon. 

For Longer Term Investment: Also, through 
a sound program concentrated in a fixed number 
of securities, we will counsel you in creating a 
backlog for income and appreciation . . . to meet 








Send me collect telegrams on all recommendations checked below. 


mendations on an outright basis. 
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O UNUSUAL Low-priced Common Stocks for Market 
OPPORTUNITIES stocks carried at a time. $1,200 sufficient to buy 10 shares of all recom- 


Appreciation. Maximum of six 


Continuous Consultation. Submit Your Securities for Our New War Economy Analysis. 


47 points gain on M.W.S. Dow-Jones today’s war and inflation conditions. You will be 
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of 105 points. \ BUY April 23, 1942. 41.4 95.00 and build up your capital and equity. 
THE INVESTMENT AND BUSINESS FORECAST FREE 
of The Magazine of Wall Street Service 
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scription shall not be assigned at any time without your consent). August 15 
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New Outlook for Food 
Companies 





(Continued from page 339) 


dividend appears reasonably secure 
and the stock is of high investment 
quality. 

The two largest biscuit com- 
panies, National Biscuit and Loose- 
Wiles Biscuit Company, while ex- 
panding considerably and evidenc- 
ing increases in trade volume, will 
have lower earnings because of 
higher taxes and increased operat- 
ing costs. Dividends are not in early 
danger. 

Americans have lived “out of tin 
cans” longer than most people. 
Therefore, canned food products are 
perhaps the outstanding develop- 
ment in the national food economy. 
It is quite evident that a large seg- 
ment of the food industry, hard 
pressed by price ceilings, is con- 
fronted with serious hardships un- 
less the OP A comes to their rescue. 
The ceilings have in numerous in- 
stances, especially where seasonal 
items are concerned, frozen prices at 
levels which will not permit either 
wholesalers or retailers to operate 
profitably, industry officials assert. 
So disturbing has this situation al- 
ready become that it has forced 
many plants to suspend operations. 
It has kept considerable quantities 
of foodstuffs off the market, and has 
caused retailers to discontinue the 
sale of some popular brands which 
they now cannot handle except at 
a loss. 


Standard Brands, one of the 
giants of this business, frankly ad- 
mits it is puzzled by rationing, price 
ceilings and other regulations im- 
posed by the war. The company’s 
inventories increased last year by 
$13.1 million, of which about $8 mil- 
lion was accounted for by price 
inflation. Against this the company 
set up a $4 million reserve, not a 
deductible charge for tax purposes. 
This reserve approximated its ex- 
cess profits income on which it ac- 
crued a tax of $2,478,000. If the 
reserve can be applied to 1942, tax 
free, it would mean that the excess 
profits tax liability would be wiped 
out. The new management is work- 
ing on plans they hope will mean 
enhanced earnings after the war. It 
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has already reduced some costs, in- 
cluding executives’ salaries, Presi- 
dent Adams leading the way by 
reducing his own by 25 per cent. 
The most important product of this 
company is yeast. The entire pro- 
duction of dry yeast has been taken 
over by the Government for needs 
of the military forces. Earnings for 
this year are estimated to be only 
moderately below the .54 a common 
share of 1941. Common dividend 
resumption is possible by the end of 
this year, but not certain. 

Another large food company, 
General Foods Corp., anticipates 
increased consumer demand, more 
spending on quality foods and heav- 
ier food consumption in the low 
income groups as the result of the 
rising trend in employment and 
wages. The frozen foods division of 
the company, a comparatively new 
field, is yielding good profits and 
the showing of this division is ex- 
pected to be particularly favorable. 
In view of satisfactory profit mar- 
gins, operating income is expected 
to register substantial improve- 
ment. The gains, however, will 
probably be erased by tax increases 
and some decline from the $2.57 
earned on the common stock in 1941 
is likely. The present reduced $1.60 
dividend rate, however, is expected 
to be maintained. 

This company uses a wide range 
of commodities in its operations, 
including such imported items as 
coffee, tea, cocoa, coconuts, tapioca 
and sugar. To guard against inter- 
ruptions of supplies, large inven- 
tories are carried. The sale of pre- 
ferred stock in 1938 strengthened 
working capital and surplus earn- 
ings have subsequently added to 
finances. Liquid funds were fully 
adequate at the close of 1941. 

Another of the important con- 
cerns in this field is Libby, McNeill 
& Libby, also noted for the diversi- 
fication of its products. California 
fruits and _ vegetables represent 
about one-fourth of the company’s 
output; evaporated milk and canned 
meats, one-sixth each. Hawaiian 
pineapples and eastern vegetables, 
pickles and condiments represent 
one-seventh each. Fruits and vege- 
tables, except pineapples and as- 
paragus, are purchased from grow- 
ers, mostly under contract. This 
company does a world-wide busi- 
ness, although less than 5 per cent 
of the total investment is now out- 


side the United States; practi 
all of the foreign assets are in Ey 
land and Canada. Foreign subsj 
iaries accounted for 20 per cent | 
sales and 18 per cent of earnings | 
the 1940-41 year. 
The military demand for food wil 
be enormous. Many branches of th 
industry will benefit, with the cam 
ning industry in line for substantial 
orders. It must be borne in mind 
however, that the food ration of the 
armed forces include large quanti: 
ties of seasonal items, but such com 
modities as pork, beef, lard, vege 
table shortening, eggs, evaporated 
milk, fresh milk, butter, cheese, 
sugar, flour, dried beans and canned 
corn, peas, tomatoes, prunes, 
peaches and green beans play ap 
important part in the diet. 3 
It is generally expected that total: 
consumption of food in the United 
States should increase, for the more 
active life in the services will im 
crease the food needs of men in the! 
armed forces. 
In its purchases of food for the 
military, the Government is em 
pected to make every effort to pre: 
vent dislocation of existing supplies’ 
and markets so that hardships will 
not be experienced by civilian con 
sumers. When supplies are not fully” 
adequate, however, military re 
quirements will take precedence. In 
general, profit margins on food sold 
to the Government will be slightly” 
narrower than on output distributed ® 
through the usual channels. There 
fore, the inceased food consumption” 
of men in the armed forces will add) 
little to food processors’ earning 
power. Raw materials used in pro] 
duction for the military services) 
need not be included in quotas as} 
signed under rationing programs. ~ 
In consequence of all of this, and” 
many other factors, it is quite evi 
dent that war or no war people must: 
eat—in fact during time of wat 
actually eat more. It is also self” 
evident that we have an adequate” 
supply of food, not only for our 
own needs, but for those of our 
allies. More food will be sold but 
profits will, because of taxes and’ 
other factors, be lower. There is) 
evidence that food equities have put™ 
their worst market price behind “for 
the duration”—unless war prospects 
become such as to raise the spectet 
of still higher corporation taxation 
in new legislation applicable 10) 
1943 earning power. 4 
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